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AN INDUSTRIALIST’S REFLECTIONS ON THE FUTURE 
RELATIONS OF GOVERNMENT ANL INDUSTRY 


I HAVE written the attached notes in response to an invitation 
to jot down some of my ideas on the post-war reconstruction of 
industry; they are my personal opinions, and do not necessarily 
represent the official views of the Company with which I am 
associated. They do not pretend to be a complete picture ; I have 
said very little on some of the obviously most important issues. 
In part my notes are directly drawn from business experience ; 
in part they represent convictions derived indirectly from that 
experience and coloured by ideas of a more general nature. 

I believe that the time is ripe for a review of the principles 
and bases of industry, that my “ progressive ” views (for want of a 
better word, for I mistrust slogans) are shared by many business 
leaders, and that they are by no means confined to the younger 
generation. I detect several deep converging currents of feeling : 

First, industrialists are invaded to-day by a growing sense of 
the inevitability of change, which they accept without bitterness. 

Second, there is a truer patriotic feeling, arising from a 
conscious respect for British ideals and the progressive gains of 
the past in which all classes have had a hand. 

Third, a re-awakening of conscience: they ask themselves 
what they have done to earn past privileges, and what they are 
doing in return for them to-day. An industrial career is now a 
metier, and not merely a road to private acquisition. 

Fourth, a growth of real fellow-feeling with the lower ranks of 
industry, who, by the spread of education and the amenities 
of modern civilisation, have come to share the sensibilities and 
aspirations of those placed above them. 

For all this, the leaders of industry are not likely to be stam- 
peded into throwing everything overboard, for they have a firm 
faith in many enduring principles without which there is no 
possibility of sound rebuilding. 

Though some of my propositions are posed as questions, 


(and to some of my questions I have no answer to suggest), I 
No. 205.—VOoL. LI. B 
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think the general tendencies of my thought will be clear. I 
start with a few main assumptions which I am convinced are 
justified : 


(a) Production is the most vital activity of the nation. 

(b) Government control has come to stay. With the 
growth and progressive combination of industries until their 
boundaries are practically co-terminous with those of the 
nation, it.is the duty of the Government to take power to 
control them, for no Government can tolerate the existence 
within its borders of an organised and completely independent 
power with a radius of action as wide as its own. The same 
overriding principle should apply to Trade Unions as de- 
veloped to-day. It follows from this that the Government 
must also “ plan ” further industrial growth. 

(c) Government bureaucracy as it exists in this country 
has proved itself incapable of conducting business efficiently. 
If it is to take any part in the running of business, it must be 
reformed radically. 

(d) Labour is going to share more and more in the manage- 
ment policy and rewards of industry. The Trade Unions 
will represent labour for a long time to come. 

(e) Gambling in industrial counters is a malignant disease 
for industry itself. 

(f) The English genius for social evolution and for com- 
promise can find a middle way, between pure individualism 
and pure socialism, which will bring the greatest attainable 
good to the nation. ‘this road will shift progressively in a 
direction which will leave more and more vested interests 
out in the cold. Unless the men in possession are prepared 
to adapt themselves and compromise, there is no alternative 
to a complete socialist revolution. 


The relations between Government and Industry are matters 
of the utmost national importance; it is for the nation, and not 
for Industry itself, to indicate in advance the main lines of the 
policies desired. Until this is done it is useless to ask advice 
on matters of detail. Among the broad questions involved are :— 


(i) Fiscal policy—+.e., Free Trade or Protection. 
Subsidies, inciuding export subsidies. 
(ii) Government ownership and Government control. 
Industry’s representation vis-a-vis Government. 
(iii) Rights of Labour. Their voice in control and management. 
Wages, family allowances, security, etc. 
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(iv) Industrial planning : 
(a) Geographical. 
(6) Human. (The latter including technical education.) 


(v) The protection of consumers. 
(vi) The control of speculation. 


Highly technical questions are : 


(vii) The taxation of Industry. 
Limitation of profits; depreciation; research expenditure. 
(viii) Equalisation of rates. (This is closely wrapped up with the 
question of rents.) 
(ix) Patent Law. 


Another broad question to be considered, which should involve 
no political prejudice, is : 


(x) Whether selling and distribution cost too much to-day. 


To begin with, it must be clearly recognised that the interests 
of finance are not identical with those of productive industry. 
Manufacturers feel that financial institutions are paid too 
highly for the functions they perform, and that they frequently 
resemble bandits levying toll in a narrow defile through which all 
traders are bound to pass. Manufacturers’ interests are also 
opposed to those of landlords; they are often handicapped by 
inequitable rents. 

While manufacturers are apt to look on these two classes as 
their hereditary enemies, they have to maintain a working alliance 
with the distributing trades. Nevertheless, the immediate 
interests of distributors, especially on the question of Free Trade, 
are often directly opposed to theirs. 

All four classes—producers, financiers, landlords and dis- 
tributors—may, as capitalists, have a broad objection to socialist 
theory, but the interests of the other three often run directly 
counter to those of producers as such. Advisers upon the 
relations between Industry and Government must be careful to 
deal with productive industry as something entirely different from 
these other interests; they must not be confused for a moment, 
though obviously they will often have to be viewed together, seeing 
that they impinge and clash at many points. 


I 


Fiscal policy. Are we to have Free Trade or Protection or a 
mixture of both? The manufacturer “ pur sang” would obviously 


Ap 
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like enough Protection to exclude all imported manufactures. 
He can hardly judge this question objectively. 

Is the Government to subsidise any industries as industries ? 
The manufacturer again would like subsidies without liability or 
control. Are exports to be subsidised? If they are subsidised 
by a trade, that trade can only recoup itself by raising prices to 
the home consumer, and it is unfair to penalise any particular 
class of consumer for a national object. Export subsidies, if 
decided upon, should be paid for out of the National Exchequer, 
with due regard to the fact that increased turnover reduces the 
manufacturers’ costs, and if not balanced in some way will increase 
their profits. 

U.S.A., Germany, Italy, France and Japan have all subsidised 
exports in recent years in one way or another, and so has England. 
A direct and declared Government subsidy is far preferable to a 
hidden subsidy contrived by some indirect arrangement with an 
industry. Secrecy adds greatly to the difficulties of all classes of 
traders, whether allied to or competing with the recipients of the 
subsidy; not to mention that it is a dishonest international 


manoeuvre. 


II 


Government ownership and Government control. Should any 
industries be State-owned ? 

Should the State own, or run, the railways? There is a good 
deal to be said for nationalising transport. The railways have 
been largely amalgamated in recent years, but there is still too 
much overlapping, and it might be better that a close network 
covering a small country like Britain should be under one owner- 
ship. Such a vital monopoly as this could only be entrusted to the 
Government, and, moreover, railways have shown so few signs of 
progress and initiative for the last sixty years or so that there seems 
to be little valuable of that kind left among them to be killed. 

The State already owns the biggest share of the capital 
invested in road transport—that is, in the roads themselves. 
Even if it is not to own the road vehicles, the State should at least 
control their rates, fares and running schedules much more closely, 
and it should equalise the financial burdens (capital charges, 
rates, taxes, etc.) of road and rail transport. 

Should the State take over any other public utilities? Or any 
productive industries? (Coal mines?) If the State decides 
against further State ownership of industry, what about more 
Government control ? 
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Clearly, if the State subsidises an industry in any way, it is 
entitled to look after the spending of its money. Protection 
itself is a kind of subsidy at the public expense, and a protective 
system gives the State the right just mentioned. It might be 
argued that it does more: that it imposes an obligation. 
Apart from this obvious argument, it may well be said that 
industries of many kinds have grown so large and all-embracing 
to-day, and that, willy-nilly, they affect the well-being of the whole 
community to such a wide extent, that it is the duty of the Govern- 
ment to control them with the utmost vigilance, and even to give 
them direct orders in crises other than war. 

How can State control be exercised wisely? One obvious 
suggestion is the appointment of Government directors to the 
Boards of all Companies above a certain size, and possibly to 
group smaller businesses together in some way for the same 
purposes. 

Will industrialists object to more Government control, and 
if so, why ? 

1. First and foremost they will object strongly to official 
interference with their executive functions and to “ Treasury ” 
delays in coming to financial decisions and settling policy generally. 
They have had such a disheartening experience of the dead 
hand of Whitehall during the past two years that they will be 
even more apprehensive on this score than they were before the 
war. On the other hand, they know that some form of Govern- 
ment control will be necessary in the post-war reconstruction 
period, and most of them think that it has come to stay whether 
they like it or not. I do not think, therefore, that there will be 
much obstructive opposition to the principle of control itself, 
but there will rightly be the greatest possible suspicion of the forms 
which it may take. If the Government, though armed with over- 
riding control, did not in fact interfere with the day-to-day 
running of business any more than shareholders now do, I believe 
that the best business executives from the top down would not 
object to the change. With the same proviso, some of them 
would not really object to Government ownership. 

2. Industrialists would fear—perhaps needlessly—that the 
Government link would give greater opportunities for graft— 
not by Government servants, but because Government servants 
are apt to beso easily hoodwinked by crooks. English industrialists 
have a horror of political-business corruption in U.S.A. (where 
industry, by the way, is far more closely identified with Wall 
Street than it is here with the City). 
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3. Apart from financial corruption, industrialists would 
bitterly resent business decisions being influenced by party 
motives of any kind—and would be especially suspicious of the 
connection between wages and votes. 

Who should represent industry vis-a-vis the Government ? 
If the State is to take a closer control of industry because 
this is a great national interest which cannot be allowed to go its 
own way unaided and unchallenged, the State must satisfy itself 
that the appointed representative bodies of industry do in fact 
represent it properly. It may be said that it is the business of 
employers, and workers too, to choose their own representative 
bodies, but the State has every right to examine the credentials 
of these and to see that they represent completely what is of most 
value in the great national industrial asset. 

Employers are not by any means always well represented by 
their existing Associations, many of which are quite out of date 
and ineffective. They were created long since to meet conditions 
now vanished, but they are very difficult to replace or reconstruct, 
and they still hold the field—especially in Government eyes—by 
virtue of their official titles. Even the Federation of British 
Industries, which is the principal employers’ organisation dealing 
with the Government, is a very lop-sided affair, because it is 
debarred from interesting itself practically in all questions of 
wages (which are left in the hands of the British Employers’ 
Confederation), and consequently all its dealings and discussions 
with or about Labour tend to be purely academic. If the F.B.I. 
is to be the central body fully representing employers—and there 
should be only one supreme organisation—steps should be taken 
to abolish this anomaly, so as to make it an all-embracing live 
body. 

Til 
Rights of Labour 

Should labour have any voice in the direction of industry ? 
Labour might be represented on the Boards of Companies as 
well as the Government. Things have already moved some way 
in this direction, and I doubt whether the younger generation 
of directors and managers would fear it much; they would be 
infinitely more suspicious of Whitehall bureaucracy. But the 
question of who was to appoint or elect the labour representatives 
on the boards of companies would be a very difficult one. 

Why should not workers be allowed to become acquainted with 
the finance which lies behind the undertakings they work for ? 
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Such an innovation might smooth the way for profit-sharing 
schemes, which many employers approve of in principle, but which 
has been blocked by Trade Union coldness, if not by their active 
opposition. 

It has often been said that the first need of labour and the 
first way in which it should increase its share of the financial 
rewards of industry is adequate financial security for old age and 
illness. This means, in effect, far more liberal pensions. Govern- 
ment pensions to-day are niggardly, and many employers supple- 
ment them largely. A choice would have to be made between 
a huge increase in Government pension costs and liberal compulsory 
insurance by industries. Industrial pension schemes could only 
be said to meet the case when they had accumulated sufficient 
reserves to be actuarially sound and these were legally protected 
against business failures and other inroads. I believe it to be 
true that the haunting fear of illness and old age is the deepest- 
seated cause of industrial discontent. 

Manufacturers, while approving of collective bargaining and 
outside labour organisations in principle, are frequently very 
suspicious of Trade Unions, and feel rather hopeless about ever 
being able to deal with them with much mutual satisfaction, 
because of the frequent irresponsibility and lack of discipline within 
the Unions themselves. But it is fairly safe to make the general- 
isation that the more educated an employer is, the more he 
sympathises with the claims of Labour and the more easily he 
overlooks excesses due chiefly to ignorance. 

I have suggested on page 2, in connection with industrial 
combines or monopolies, that no Government can tolerate a 
free and irresponsible imperium in imperio, whose boundaries are 
practically co-terminous with its own. Such powerful organisa- 
tions must be under acknowledged Government control, though 
Government need not step in unless the public interest is 
endangered. 

Trade Unions as a whole form another kind of nation-wide 
organisation whose interests are not necessarily identical with the 
national interest. They have very wide powers, and their position 
is in some ways privileged, but their responsibilities are also 
enormous, and Parliament must see that this position is not abused, 
and that Trade Unions are in no way above or outside the law. 
Agreements between employers and Trade Unions should be 
legally ratified and legally enforceable : what is more, they should 
be enforced impartially and effectively. This implies that such 
agreements must be reasonable and equitable, and if the Govern- 
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ment is to enforce them, it must see that they are fairly drawn up. 
This cuts both ways. 

The relative merits of a horizontal (i.e., craft union) structure 
and a vertical (i.e., industrial union) structure are very difficult to 
judge. Again, should Trade Unions be nation-wide or should 
they represent districts? The present position is chaotic, with 
much overlapping and competition. 

Is it possible to equalise wages within an industry? Or 
within districts? Or throughout the whole country? Varying 
rates of wages for the same job carried out under parallel 
conditions of working and living are manifestly unfair to 
workers and employers alike. Yet Trade Unions often tolerate 
gross inequalities, and their guiding principle seems to be to 
demand the highest wages from the most successful firms and to 
press them for more still, even if they are already paying more than 
their competitors. There is a certain rough, though one-sided, 
logic in this, but it is most unfair to the most progressive and 
capable employers, and in the long run it is against the interests 
of labour as a whole. Within one district the employer who 
pays the best wages will, of course, benefit by getting the best 
choice of labour, but if he is competing with identical businesses 
in other districts this does not apply. 

Whether wages are to be fixed by the employer, by employers 
and workers jointly, or by the Government, certain principles must 
be borne in mind: Payment by piece rates is the best method 
in principle for all repetition work of a widespread nature. 
Piece rates encourage output, they remunerate each worker in 
proportion to his economic value, and they seldom lead to bad 
or scamped work; often the contrary is true. Higher output 
means fewer machine stoppages; stoppages are directly related 
to damaged work, and they are very often the cause of it. 

Before a new job is well enough understood to be paid by 
piece rates, operatives should have a minimum time wage to fall 
back upon. Before deciding that piece rates are the best method 
of payment for any particular class of work, it is of paramount 
importance to see that the system adopted is not so rigid as to 
impede technical and mechanical progress. Piece-rate agree- 
ments have often done this in the past, and in fact they still do so 
to-day. Equivalent piece rates should be paid for the same given 
amount of work performed under the same technical methods 
and with similar machinery and materials; by “ equivalent ” 
rates I mean rates yielding the same “ real ”’ as opposed to the 
same ‘“‘money”’ wages. Where cost of living conditions are 
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equal, piece rates should be identical; where cost of living 
differs much, they should be adjusted to meet this. It should 
always be open to employers to have piece rates revised when 
new and improved machinery or improved methods or materials 
are introduced. If the whole of the pecuniary benefit from higher 
production goes to the operatives, the employer has no induce- 
ment to put in the most up-to-date machinery or to employ more 
costly materials. Labour’s reply to this is that the employer 
must be satisfied with the extra profit which he gets by the saving 
of overheads through increased production. But the extra 
capital charges incurred by putting in costly new plant (the most 
usual road to increased output) may easily swallow up the whole 
saving in other overheads. 

Another pertinent question to be considered is whether the 
way should be opened for an extension of the shift system (e.g., 
two daily shifts of 8 hours each—say 6 a.m.—2 p.m. and 2 p.m.— 
10 p.m.). Two shifts halve the capital charges upon industrial 
plant and lessen many other overheads as well. The ability to 
adopt a two-shift system often makes it worth while to instal the 
best and most costly plant where it would be economically impos- 
sible to do so with one shift. 

Are Family Allowances desirable? To me and to many others 
they seem to be a fair and practical answer to one of the most 
urgent problems of to-day; but should they not be paid by the 
State rather than by an individual employer or even by a whole 
industry as a unit? No doubt if either of the latter courses is 
adopted the consumer of the product will pay in the long run, 
but the burden will not be spread equally over the whole com- 
munity; it will be borne by the individual trade or trader, and 
the immediate effect will be to make every industry or every 
manufacturer concerned wish to employ as few married people as 
possible. 


IV 


Should Government control the future planning of industry 
in certain directions? Should it be enacted that no factory of 
any kind must be started anywhere without the permission of the 
central Government ? 

It is often held that the creation of derelict districts is the 
greatest crime of capitalism. The responsibility of forecasting 
future developments for generations ahead and making plans 
in accordance with these forecasts is too great to be left to the 
entrepreneur, for the interests involved are too far-reaching in 
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every sense. It is clear that in the past either industrialists 
have not thought much about the fate of future generations of 
workers, or their judgment was very faulty. The decision of 
such questions of momentous national importance should be left 
to no one but the National Government. It must certainly 
not be loft to local public bodies. The permanent evacuation of 
large clerical staffs (as well as factories) into the country, so as 
to relieve congestion in cities, should also be considered in this 
connection. 

The introduction of labour into industry should also be 
planned and controlled nationally. No business should be 
allowed to employ more juveniles than it can absorb later into its 
ranks of full-grown workers. This issue is quite as important as 
controlling the location of industries. Blind-alley employments 
are a disgrace; the plea that “the type of industry demands 
juvenile labour ’’ should be dismissed at once. Such industries 
should disappear if they are really so weak, but in these days of 
automatic machinery and mass production I doubt whether this 
can be true of any organisation. 

The questions of the introduction of labour and the age and 
class of labour to be employed are clearly wrapped up with 
industrial education. 

It is evident that we need more and better craftsmen: if 
a return to the old apprentice system is impossible, it seems that 
more and much better technical education is the solution; it 
should start, in fact, with a type of elementary education which is 
more in touch with realities than that given to-day. At the same 
time, it must never be forgotten that administrators of all grades 
need a really wide type of general education. They must learn 
history, the humanities, perhaps the classics. For them the 
learning of industrial ‘‘ technique ”’ is of secondary importance ; 
in their case, if anywhere, the achievement of the ultimate 
function of education—to impart character and teach the under- 
standing of men—is the supreme necessity. 

Technical education should be given in State schools or 
State-controlled classes, not by manufacturers or industries 
themselves. The latter course will be apt to subordinate the 
interests of the pupil to the interests of the industrialist, and the 
two are not always identical. But the advice of Industry must 
be sought at almost every stage in drawing up the educational 
programmes. It must not undermine certain fundamental 
principles of education, nor can it dictate ultimate policies, 
but in everything else its help will be indispensable—whether 
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in the selection of subjects, or the framing of curricula, the 
methods of teaching, the dovetailing of the hours of work and 
education, the selection of candidates for wholetime training, 
etc., etc. Great care must be taken not to educate people into 
blind alleys; the number of pupils taught must be strictly 
conditioned by the probable demand for them. I have never 
heard that existing colleges or technical schools pay much 
attention to their responsibility in this direction. Technical 
education should be truly technical and scientific, and I want to 
put in a plea here against so-called “‘ commercial ”’ education. 
(Typing, shorthand, the use of calculating machines are technical 
accomplishments.) 

I believe that the trading and bargaining instinct—the ability 
to see where the highest profit can be extracted by the middleman 
in the bringing together of the producer and consumer—is quite 
highly enough developed in our civilisation, and that any artificial 
fostering of it is not only immoral but economically unsound in 
the long run. 

Nor should salesmanship and advertising be taught at the 
public expense. Extravagant advertising and high-pressure 
salesmanship are directed to selling things to people who do not 
really want them and are often unable to afford them. (I believe 
this to be a far more insidious evil than street-corner betting.) 
These activities lead to putting novelty before quality, to the 
production of goods of ephemeral value, to a constant waste of 
only half-worn-out articles, and finally to the building up of 
manufacturing programmes upon most unstable bases. 

Advertising, of course, has a legitimate function: to let 
people know where they can get what they want. Moreover, an 
advertising campaign to introduce a really valuable commodity, 
hitherto unknown, to the public, is wholly justifiable, and is a 
legitimate business expense. But most competitive advertising 
is a costly national extravagance. 

There are crowds of parasites upon industry who make inter- 
mediate profits by clever bargaining at the expense of the less 
astute; others get highly paid for services actually rendered 
but of no economic value. There is no need to spend public 
money on the teaching of such things; on the contrary, it would 
be better to teach the public to resist the blandishments of sales- 
men and advertisers. 

I admit, of course, that these strictures apply only to the 
home market, where internecine competition is of no national 
value, but is, on the contrary, the cause of enormous economic 
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waste. A different code is necessary for capturing and retaining 
foreign markets—if that is to be our policy—where some of the 
tactics condemned above may be wholly admirable. 


V 


Should consumers be protected against unscrupulous traders ? 
The necessity of this is recognised in the case of many, trades 
(deleterious drugs, food unfit for human consumption, etc., 
etc.), and the principle might well be extended. In U.S.A. 
consumers began to “turn” a few years since, and associations 
were formed to examine and analyse various classes of merchandise 
and to publish the results of investigations with the object of 
ensuring that the consumers got good value for their money, that 
the article offered for sale was up to specification or description, 
etc., etc. This has been followed up by “ quality control”’ plans 
inaugurated in certain industries both in U.S.A. and here, under 
which, by arrangement with manufacturers, articles are tested in 
independent laboratories and given certificates of quality if they 
reach the standards laid down. 

Our home Government under war pressure is now doing some- 
thing of the same kind in connection with the licensing of the 
manufacture of “utility fabrics.” Such schemes might well be 
extended and made permanent. They would, of course, be least 
open to suspicion if they were carried out by the Government. 

In addition to this, more might be done to check redundant 
or unscrupulous advertising by taxation or otherwise (see last 
section). Aggrieved purchasers might have easier recourse 
against advertisers who obtain their money on false pretences, 
and the onus of proving the truth of the advertisement should 
fall upon the man who issued it. It is often said that the parting 
of fools and their money favours the growth of intelligence in the 
community. We cannot afford an unlimited amount of such 
expensive teaching. Fraudulent or useless sales (and dishonest 
prospectuses) bear hardly upon honest and useful competitors. 
Whole industries suffer a loss of reputation when some of their 
members let loose a flood of inferior goods upon the market; the 
public is confused as to the origin of these. Worse still, valuable 
national productive power is wasted in activities which are useless, 
if not harmful. 


VI 


The reactions of speculation upon industry need close study. 
Does the issue of over-optimistic prospectuses help or hinder 

















1942] FUTURE RELATIONS OF GOVERNMENT AND INDUSTRY 13 


industry ? What is the effect of speculation in stocks and shares ? 
These are very far-reaching questions. My own belief is that the 
total elimination of the speculator from the industrial field would 
do measureless good and very little harm. 

As regards the issue of prospectuses, it is very doubtful 
whether the cutting off of the amount of capital provided to-day 
by gamblers (those who want something for nothing) would affect 
industry much. The amount of such new money cannot be very 
large, and most of it sticks by the way and does not finally get 
into the industrial investment at all. 

As regards the gambling in the stocks and shares of existing 
companies, I cannot see that this benefits industry in any way 
whatever. It has no more merit of any kind than gambling 
over games, and it has many very serious consequences. 

Among these is the following: business executives, if their 
undertakings are over-capitalised through dishonest or incapable 
initial finance, and equally if their shares are priced above their 
intrinsic value on the stock market, are pressed to produce 
dividends in excess of what is reasonable or even possible in 
relation to the solid facts. The evils of this are immense and 
have ruined many industries and endangered many more. 

These executives are often short of working capital; hence 
they are compelled to market their products as quickly as possible, 
and usually this can only be done by price-cutting, which is 
likely to be accentuated when their customers are aware of their 
pressing need for quick payment. They have little money to 
spend on repairs, hence their products come to be worse made and 
then to cost more at the same time through the falling off in 
machine efficiency. They have to pay prompt cash for their raw 
materials or put up with inferior quality in these; this has 
exactly the same effect as lack of repairs. All the time, in order 
to produce unwarranted dividends they have to try to reduce 
costs, for they are compelled to reduce selling prices and they 
must keep up the margin of profit. Therefore, the next step they 
have to fall back upon is to cut wages. This is lamentable not 
only from the point of view of their own workers, but also for all 
their competitors; for those manufacturers who resort to price- 
cutting in order to keep their heads above water as long as possible 
bring down selling prices and press upon labour throughout the 
whole industry. 

To-day the business world is not what it was in the days of 
the old merchant adventurers. Their activities were doubtless 
invaluable in their days, but though principles do not change these 
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principles are no longer valid when the field of application is 
entirely different. 
VII 


The taxation of industry is an enormous and difficult question. 
Should special taxes be levied upon it ? 

The limitation of profits, or dividends, has been mooted. 
This might discourage investment in industry ; that would depend 
on what rival attractions there were for the investment of capital. 
It would undoubtedly damp down speculation. If the principle 
was not extended too far, nor too rigidly applied, I doubt whether 
it would seriously retard development. If progress was not to be 
unduly discouraged, any such scheme would have to be hedged 
round with safeguards and to provide for important exceptions. 
For instance, industry should be treated with far more liberality 
and elasticity as regards the writing-down of buildings, machinery 
and wasting assets, and the allowance of research expenditure as 
a current business expense. 

It is perhaps still more important that nothing should be 
done to discourage a man from developing and exploiting his own 
new ideas and devoting his own financial resources to doing so. 
As his risk will be unlimited, he should be allowed to reap the full 
profit. Income tax can be relied upon to prevent him from acquir- 
ing an unduly privileged position. 

If industries are tending towards more combination—whether 
under unfettered private ownership, Government control, or 
Government ownership—the evils of monopoly must be expected 
as well as its benefits, and they must be guarded against. Un- 
justifiable selling prices and excessive profits are an obvious 
evil; another equally serious danger is complacency, stagnation, 
and indifference to progress. 

I feel that, with human nature as it is, very few men will 
do their real best without the spur of competition. Complete 
monopoly abolishes home competition; prohibitive tariffs abolish 
foreign competition, For its own sake industry needs the spur 
to keep it on its toes, and this must always be provided in one 
way oranother. Monopoly invariably breeds complacency sooner 
or later; and this is at least as true of public enterprise under 
bureaucratic control as it is of the most water-tight private 
monopoly. 


VIII 


The equalisation of rates is a highly technical matter. Should 
rates be nationalised and equalised throughout the whole 
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country? This would equalise one of the handicaps upon 
industries, which could then choose their locations without 
regard to this rather artificial burden—one which also presses 
hard upon old developed districts where businesses are pro- 
gressively driven away by the vicious spiral which is created 
by rating. This question is closely wrapped up with the 
geographical planning of Industry (see Section IV). High rents 
act in a similar way. Is there any possibility of doing anything 
to level out the inequalities of these? They chiefly press upon 
industry by inflating the unavoidable living expenses of workers 
employed in certain districts. 


IX 
Patent Law. 


Another highly complicated question is Patent Law, which 
to-day does not always act in the public interest. 

There is a practice much in vogue which is liable to great 
abuse—i.e., the taking out of blocking patents. Industrialists 
sometimes take out patents not in order to exploit them 
seriously, but with the deliberate intention of preventing others 
from trying out new and improved methods which may render 
their own methods obsolete, and endanger their invested capital. 
The interest of these people is clear, but I think it can very 
seldom be the public interest. A large number of good inventions 
are thus deliberately stifled. The buying up of existing patents 
in order to suppress them has exactly the same effect. 

On the other hand, the practice of taking out Provisional 
Specifications, and then dropping them, is a good one. This does 
not prevent anyone from taking up and exploiting the methods in 
question; it merely prevents others from stepping in, taking out 
their own patents, and blocking the channel. 


xX 


Do selling and distribution cost too much ? 

The final price of an article sold to the public is made up 
of the costs and profits of production and distribution re- 
spectively. The proportion of the first has been diminishing and 
that of the second has been increasing for a long time past. 
The attention of industry as a whole has been focussed upon 
reducing production costs, while distribution costs have grown 
extravagantly; I believe this tendency is highly dangerous. 
Distribution from the manufacturer to the uliimate consumer 
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usually takes place through (a) the wholesale merchant, and (b) 
the retail shop. Sometimes there is a duplication of these inter- 
mediate traders. Sometimes the manufacturer deals direct to 
the retailer, but seldom to the public. The middleman performs 
an often necessary function, but he produces nothing, and in a 
sense may be called a parasite upon producer and consumer alike. 
There are far too many middlemen: the actual methods of trans- 
port and delivery are highly extravagant, and owing to their 
inefficiency they add enormously to the ultimate price of the 
article sold. 

The cost of advertising, which is a part of salesmanship, 
is another great extravagance, as well as being highly noxious in 
its effects. The bill is enormous. Recently there were said to be 
businesses in the U.S.A. in which advertising accounted for more 
than half of the total cost of the articles bought by the public. 

The advertising of products in the home market has little 
national value; it mostly results in the selling of greater numbers 
of unneeded articles, or in transferring business from one manu- 
facturer to another without increasing its total volume, while the 
ultimate consumer, who has to pay for the advertising, gets less 
or inferior products for his money. 


I have touched upon a number of highly controversial but 
very fundamental questions. None of the stumbling-blocks which 
must be cleared away from the path of industry can be touched 
without treading on the toes of powerful vested interests. If my 
suggestions were followed up, the company promoter, the stock- 
jobber—even the banker—the advertiser, the salesman, the 
hard-pressed Municipality or Local Council, the urban landlord, 
the sweat shop, the employer of child labour, and many in- 
dustrialists who take more interest in finance than in manufactur- 
ing success, would be up in arms. Members of the House of 
Commons pay far too much attention to established interests ; 
at the same time they foster the growth of new constrictive 
potentialities in their terror of interfering with technical and 
commercial “ progress.’”’ To-day they are hypnotised by this 
word, which is often used by astute financial adventurers—as 
well as by the men in possession—to cloak its exact opposite. 

It is absurd to expect the rapid accomplishment of such 
immense changes as those attached to wider Government control, 
the planning of industry, the equitable remuneration of workers, 
the protection of the consumer against dishonest salesmanship 
and the elimination of the gambler and the tout. Flexibility 
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must always be insured at any cost; we must realise from the 
start that there can never be finality, and every type of organisa- 
tion must allow for the germination of its own seeds or better ones. 
Unless the fundamental issues are perpetually borne in mind, and 
unless every step which is taken is in the direction of destroying 
rather than consolidating abuses and obstructions, it is useless 
to talk of rebuilding industry upon a better foundation. 


SAMUEL COURTAULD 
St. Martin’s le Grand. 


No. 205.—vo.u. Li. 














THE GERMAN WAR ECONOMY, V 


General Organisation 


In the last survey,’ the extraordinary and growing power of 
the Price Commissar was stressed. With the new application 
of his policy of “‘ skimming-off of profits” to higher professional 
incomes (see the section on ‘ Money and Finance ’’), the Price 
Commissar now also administers what is to all practical purposes 
an Excess Incomes Tax. Even more important, Volkswirt 
discusses the investment control exercised by the Price Commissar 
in that he may issue permits for the use of excess profits for new 
investments instead of taking them away. “‘ It may be expected 
that lively use will be made of this possibility.” The idea is 
“to leave money in the districts where it originated.” The 
Frankfurter Zeitung says that “ free competition has been replaced 
by the competition of the price control officials. The official 
who finds no further scope for price reductions risks his reputation 
and his job.” The Price Commissar is described as ‘“ more 
effective than competition itself.’”’ According to the same source, 
the Price Controllers are equipped with “ tables in which for each 
individual process the comparative cost of all firms in the branch 
is noted.” This, of course, is based on the compulsory use of 
standardised accountancy methods in Germany.? 

Apart from the Price Commissar, the Minister of Armaments 
and Munitions, Todt,* has received increased powers. He was 
appointed Inspector-General for Water and Energy, and subse- 
quently Technical Inspector-General. The first appointment 
suggests that electricity is a bottle-neck in production. Although 
its output has been increased by 10 per cent. between 1940 and 
1941, rayon, buna (synthetic rubber) and aluminium alone require 
over one-fifth of the output. Todt’s new appointment contributes 
to the decline of the Ministry of Economics and of the self- 
administering ‘‘ group ” for Energy. 

The policy of economic control by the formation of super- 


1 The present survey covers the period from July to December 1941. Where 
marks have been converted into pounds, the rate used is 12 marks = £1. 
Generally speaking, the more important changes during the period covered have 
been in the financial field. 

* Aninvestigation of these methods is being carried out at Manchester by the 
National Institute of Economic and Social Research. 

* Since reported dead in an air crash. 











APRIL 1942] THE GERMAN WAR ECONOMY, V 19 


cartels continues. The seven existing cartels relating to the 
various coke by-products were compulsorily amalgamated (the 
Chairman, significantly, being drawn from public enterprise) ; 
so were the nine cartels in the wire industry “ after negotiations 
had failed to lead to any results.”” Because of the lack of profit 
in the steel industries (due to declining productivity of labour 
in coal-mining and transport difficulties), there is an increasing 
tendency towards forward integration by the acquisition of 
engineering works, shipyards and the like. 

Private enterprise is constantly threatened by official 
spokesmen. “If the entrepreneur feels himself restricted or 
menaced in his activities, the reason is largely that he has not 
yet found his way about in the controlled economy. He just 
sits and waits passively for orders, and when none arrive he does 
nothing. Possibly he believes that the period of control will end 
one day so that it is not worth while adjusting himself to it.” 
In October the self-administering “ groups ” were singled out for 
official attacks. They are criticised for their slowness and delay 
in complying with official requirements. ‘If they cannot give 
us what we want quickly, we can do it alone.” The staff of the 
groups has been reduced by 50 per cent. through calling-up. 
This, in combination with an increasing tendency tc centralise 
decisions in Berlin, has added to their difficulties. The Reichs- 
gruppe Industrie has now 162 individual groups and 143 sub- 
groups. All firms are compelled to become members, first of their 
group, and second of their Chambers of Commerce, which in turn 
are organised on three planes, locally, regionally and nationally. 

The tendency towards increased bureaucracy and formalism 
has if anything been intensified. The number of state civil 
servants increased by 310,000 between 1933 and 1939, the number 
of salaried employees by 750,000, ‘‘ because of the newly created or 
enlarged fields of organisation.’””’ The groups are ‘‘ overwhelmed 
by questions of helpless members which they are not able or 
competent to answer.” It is mentioned merely in passing that 
of the employees of a Silesian timber merchant, 10 per cent. are 
now employed on “ work caused by public control and rationing.” 
The flood of circulars and forms is strongly criticised. Volkswirt 
mentions business men “ forgetting’ (their inverted commas) 
to answer without anything happening. “‘ Much unproductive 
work could be eliminated if only all concerned would try to.” 
Professor Wagemann, the head of the Statistical Office, has 
submitted to the Government a memorandum explaining how 
statistical inquiries could be largely replaced by scientific estimates. 
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Organisation of Supply. 

Concentration of output within Germany has been further 
intensified by the increased utilisation of plants in the occupied 
and satellite territories. The number of joint-stock companies 
at the end of 1940, at 5,353, was 105 less than a year before. An 
example of further regional concentration of production, designed 
to economise transport, is provided by the spirit distilleries ; 
production is to be concentrated in the potato surplus areas of 
Northern and Eastern Germany. This is to be done by giving 
distilleries in those areas a quota of 80 per cent. of their pre-war 
output, while cutting down distilleries in other areas to 20-30 
per cent. The original intention had been to close down all 
distilleries in Western and Southern Germany. Special measures 
have also been taken to reduce the amount of timber transport 
by granting priority according to distance. Brewers have been 
forced to cut out cross-transport by a demarcation of markets; 
bread and biscuits must also be ordered from the nearest producer. 

The method of allocation of iron and steel to builders has been 
re-organised. It is now made jointly with other building 
materials by the Building Controller. The uniform basic quota 
has been abolished, and special application must be made for 
each individual building project. All these applications must be 
counter-signed by the special Economy Engineers. 

Changes in the system of contracts are intended to diminish 
sub-contracting, which, it is explained, creates middlemen and 
impedes cost control. In the case of building, for instance, this 
is done by forming special ‘‘ contract groups ”’ of small independent 
artisans. These co-operatives are Limited Liability Companies 
with the Reich Artisan Leader and the Chamber of Artisans as 
partners. 

The Minister of Economics announced in a speech in November 
that a general shift from cost prices to fixed prices in public 
contracts was “under preparation.” This shows that the 
difficulties of the cost-price system have not been entirely sur- 
mounted. The shift announced is in direct contradiction to 
the policy outside the field of public contracts, where the Price 
Commissar tries to change over from a system of fixed prices to 
one based on costs. 

No further figures have been given of the working of the 
National Maintenance Subsidy Scheme for closed-down firms. 
Difficulties have been encountered in the case of private firms 
in which some of the partners have outside income while others 

1 Compare the second survey, Economic Joornat, April, 1941, p. 33. 
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have not. It has been ruled that each partner is deemed re- 
sponsible for a share in maintenance corresponding to his share 
in profits, and that a partner without means qualifies for a subsidy 
sufficient to discharge his share. 

To cope with the bottle-neck in skilled management, a special 
Managers’ Training Centre has been opened in Vienna. It is 
stated that “new plants planning output on the basis of the 
existing scarcity of labour are more productive than old firms 
who still stick to methods evolved in a period of surplus labour.” 


Labour 


The total number of women drawn into civilian employment, 
which had increased by only 300,000 during the first sixteen 
months of the war, increased by a further 700,000 between 
January and September 1941. The latest official figure for the 
number of foreigners employed, either as civilians or prisoners 
of war, is 3-2 millions, an increase of 400,000 over the previous 
figure, some four or five months before. There were thus at 
least 1-1 million new workers available to make up for the with- 
drawal of men for the Eastern campaign. 

The compulsory term of labour for young girls has been 
extended from six months to a year, the second half-year to be 
spent in Auxiliary War Service on clerical work for the army or 
civil service, or nursing or welfare work, or, in special cases, on 
domestic service. Apart from the statutory labour year, the 
total number of labour conscripts during a month in 1941 is 
stated as 407,000 men (3 per cent. of all men employed) and 
174,000 women (1-7 per cent. of all women employed). During 
that month, out of 640,000 vacancies filled by the employment 
exchanges, 43,000 or 7 per cent. were filled by conscription. 
The average figure for 1940 had been 10 per cent. 

General labour control could hardly be further tightened up. 
Special registration of ex-merchant seamen up to 60 years of 
age took place in July. Special warnings were issued by the 
Minister of Labour against the poaching of miners by other 
industries. Mining companies are asked to “ report immediately 
such cases of a loss of their workers.”’ The scarcity of coal- 
miners is also indicated by constant mention in company reports 
of increased cost owing to “inexperienced labour.” The usual 
penalties for infringing the Essential Works Orders are terms of 
imprisonment ranging from 3 to 8 months. 

In fact, there are some indications that labour control may 


1 Compare the previous survey, p. 406. 
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in some respects have become too tight. It is, for instance, 
stated that one of the obstacles in the way of drawing women 
into employment is their fear of becoming “slaves of their 
labour book.”’ To cope with such fears, temporary entrants 
into industry are now provided with a labour card only, instead 
of the general labour book. 

The heavy drain of labour from unessential industries can be 
seen from the fact that delivery of new suits is stated to take a 
year. The wage bill paid by the biggest chain of Western depart- 
ment stores fell by 22 per cent. for their latest business year, 
that of the biggest Berlin stores by 29 per cent., that of the biggest 
linoleum combine also by 29 per cent. 

The shortage of higher administrative personnel is particularly 
acute. It is stated that 42,000 persons with academic training 
are required for posts in the East alone. To combat absenteeism, 
it is now laid down that absentees lose their overtime bonus for 
the rest of the week. Average working hours are now stated to 
be 51-4 hours for men and 44-9 hours for women (the latter figure 
being influenced by women doing half-time work). 

Many of the new groups to whom labour book registration 
has been extended?! have not followed the instructions. An 
official warning was issued to them to apply for a labour book 
before November 30; if they failed to do so, they would be 
prosecuted. Employers, in their turn, are liable to prosecution 
in cases of attempted poaching of labour; a fine mentioned in 
one such case was £80. They are also threatened with heavy 
penalties for arranging the loan of workers between them; this 
device is apparently used as a method of short-circuiting the 
Labour Exchanges. 

The scarcity of juveniles is intensified by the drop in birth 
rates some 14 years ago. The number of new entrants in 1941 
was 41,000 less than in 1940, and 1942 will show a further fall 
by 21,000. The total number of young workers under 20 will 
fall by no less than 1-3 millions before 1948. 

To facilitate the employment of workers at the other end of 
the age scale, special “‘ old men’s corners’ have been arranged 
in workshops where old men are employed under easier conditions 
and paid at less than tariff rates. All retired employees under 
70 years of age have to register for work. The general age limit 
for civil servants has been raised from 65 to 68 years. 

As for the foreign workers employed, it is officially stated 
that “this must not lead to a permanent settlement of foreigners 


1 Compare the previous survey, p. 405. 
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and thus contribute to an unnatural mixing of European peoples 
and races.” 

The problems of women’s employment continue to be para- 
mount. It is stated that, thanks to the Neighbours’ Help 
Organisations (for assisting employed women with their house- 
work), during the first two years of war 650,000 women worked 
60 million hours, and 1 million women worked 20 million hours 
to enable tired women workers to have a holiday. It is stated 
that during January 1941 3,160 women did 63,209 hours voluntary 
work in neighbours’ households in Berlin. To solve the shopping 
problem for women special priority tickets are issued to war 
workers in many towns, and shopping after 5 p.m. is forbidden 
to non-ticket holders. Women carrying on their husbands’ 
shops and businesses get special priority labels attached to their 
notepaper, which insures to them preferential treatment in having 
their questions and problems dealt with by State offices. 

One of the difficulties is a tendency on the part of women 
previously fully employed to make use of the new facilities for 
half-time work ; the Employment Exchanges have been instructed 
to keep a strict watch to see that such work is done only by 
women previously unoccupied. 

Volkswirt, discussing the British Man-Power Bill, says the 
English method of using women for labour is “ more militaristic 
than anything considered as useful or dignified in Germany.” 

The total number of women employed in railway transport 
is now 69,000, in tram service 20,000, in the postal service 120,000. 
Of all women employed, 11-3 per cent. are in other than their 
original trades. 

The number engaged in domestic service, on the other hand, 
has declined by 54,000 since the outbreak of war, but it still 
absorbs over 1 million women. The shortage of domestic servants 
is very acute. A permit is now needed for employing domestic 
servants where there is already one in the household. The em- 
ployment of a servant previously employed in agriculture requires 
a special Employment Exchange permit in all cases. Households 
with more than one servant must report to the Labour Exchange, 
which may terminate their employment with 14 days’ notice. 

An interesting link between price control and labour control 
is created by the announcement that firms which have been 
found to be “‘ good firms ”’ by the cost-control system of the Price 
Commissar are also to be preferentially treated in the allocation 
of labour. 
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Wages 

In the third quarter of 1941 hourly earnings showed the 
following increases over the corresponding quarter of 1940: 
all workers 5-0 per cent.; skilled men 5-3 per cent.; unskilled 
men 4-2 per cent.; skilled women 7-0 per cent.; unskilled women 
4-5 per cent.; weekly earnings of all workers showed an increase 
of 8-6 per cent., indicating a further slight increase in working 
hours. 

New wage determinations include the fixing of Sunday pay 
bonuses for salaried personnel at 50 per cent. on hourly earnings, 
hourly earnings being defined as their monthly salary divided by 
200. The hourly wage rates of forestry workers were fixed in sixty 
categories (three according to size of place, four grades of labour, 
and five age groups). Rates for adult men range from 7d. an 
hour for the unskilled grade in low-paid places up to 1s. 4d. for the 
highest grade in high-paid places. The payment of Auxiliary 
War Service girls provides an allowance of 7d. a day and clothing 
money of ls. 2d. a day, in addition to their board, lodging and 
insurance contribution. 

Mitigations of the wages stop are few. Women labour 
conscripts are now entitled to separation money in case of need 
up to 18s. a week. By a special “ leave arrangement ”’, 250,000 
workers were given paid holidays of 14 days each at a cost of 
about £10 a person, the money being “ voluntarily given by firms.”’ 
Christmas bonuses for 1941 could be increased over the 1940 
level, but only up to one week’s salary. The Trustees expected 
that only “sparing use”’ should be made of this concession. 
Polish and Jewish workers must be excluded from any Christmas 
bonus. Finally, the finer grading of wages in the wage-tax 
schedules, to eliminate marginal anomalies, is favourable to 
workers, since it results in an increase in the annual net wage 
bill—and a loss in revenue—of £32 millions. 

The details have now been published of the special wage 
addition for domestic service, in the shape of the ‘‘ dowry subsidy ” 
(mentioned in the previous survey, p. 407). To qualify, domestics 
must have been at least four years in full-time employment in 
a family with more than three children under 14. The subsidy 
is £50 for four years’ service, and rises by another £12 10s. for 
every additional year of service, up to a maximum of £125. The 
amount is payable at marriage or at age 30, whichever is the 
earlier. 

Equivalent in some ways to an increase in wages is an im- 
provement in the social insurance benefits. The improvement 
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is a general one affecting most branches of the social insurance 
system, particularly sickness and unemployment insurance. The 
time-limit conditions attaching to a number of social payments 
have been removed; invalids’ pensions have been increased by 
10s. a month, widows’ pensions by 8s., orphans’ pensions by 
6s. 6d. 

On the other hand, the semi-compulsory deductions for 
contributions for the Winter Help have also been increased, 
thus reducing net wages. The compulsory minimum contribu- 
tion, deducted at the source, for the duration of the 1941-42 
Winter Help (the seven months September 1941 to March 1942) 
is 10 per cent. of the wage-tax with a minimum of 5d. per month. 
Salaried income-tax payers are expected to make an additional 
payment of 5 per cent. of their income tax. The amounts thus 
collected by the 1940-41 Winter Help (the second of the war) 
amounted to £41-5 millions, a very appreciable tax. The sum 
represents an increase of 35 per cent. over the previous year. 
It is interesting to note, as reflecting the abundance of money 
and scarcity of goods, that while money contributions increased 
by 42 per cent. and represent now 98 per cent. of the total value 
collected, contributions in kind declined by 55 per cent. as com- 
pared with the previous year, which in turn had shown a decline 
of 60 per cent. from the last peace-time winter 1938-39. Of the 
total amount collected this year, £15 million (36 per cent.) repre- 
sent deductions from wages and salaries at source. Also equivalent 
to a reduction in net wages is the new regulation that Christmas 
bonuses are now subject to wage tax. One of the purposes of 
this new regulation is to “‘ encourage’ iron savings,’ which are 
exempt from wage tax. 

The Labour Trustees are still busily engaged in stopping up 
evasions of the wage stop. One decree tries to eradicate the 
“ assessment of overtime on a daily basis in order to pay higher 
wages.” The Trustee for Central Germany announces that he 
is so flooded with applications for salary increases that he will 
consider such applications only once a year. The increase of 
rent subsidies—another avenue of evasion—is made explicitly 
illegal. There are also threats against farmers paying children 
who dig potatoes on their farms more than the legally fixed 
pocket money by making them “ presents,” or giving them more 
food than “‘ customary,” or paying them at piece rates. 

There is also a general tendency to change over from time 
rates to piece rates, partly to check the declining productivity 


1 Compare the section on Money and Finance below, p. 33. 
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of labour. Employers are generally empowered to pay less than 
tariff wages for less than average output, provided they spread 
the savings in wages over the more efficient workers. The ultimate 
aim is towards universal payment by result. Regional time 
studies are to be undertaken “with the greatest speed.”’ In 
particular, builders are instructed by decree in November to 
introduce a piece rate system in the building industry. 


Price Control 


In September 1941 the official wholesale index showed an 
increase of 1-8 per cent. over the previous year, and the index 
of agricultural products an increase of 3-8 per cent. The major 
increases in wholesale prices were for potatoes (13 per cent.), 
pigs (10 per cent.), coal in Hamburg (11 per cent.), phosphate 
(14 per cent.), bricks (8 per cent.). The cost-of-living index was 
1-3 per cent. higher, which is almost exclusively accounted for by 
the increase in the clothing group (+ 13-6 per cent.). The only 
foodstuffs whose retail prices show appreciable changes are 
rice (+- 13-3 per cent.), potatoes (+ 16-2 per cent.) and vegetables 
(— 10-7 per cent.). The official index of building costs was 2-7 
per cent. higher,! which is almost entirely accounted for by 
increases in the price of stone and subsidiary materials, while 
timber and steel show only fractional increases. During the first 
two years of war the official wholesale index has risen by only 
5-3 per cent., the cost-of-living index by 6-6 per cent. This is 
claimed to be “the smallest price increase in the world,” although 
even in the table published to support this claim the U.S.A. 
and New Zealand both show smaller increases. 

Price control was further tightened. In March 1941 no less 
than 3,975 Berlin shopkeepers were convicted of violations of 
price regulations, a figure which is much higher than the cor- 
responding one for the whole of Great Britain. ll illegal profits 
from excessive prices must now be surrendered to the Price 
Commissar, in addition to the penalty. In attempts to stop 
evasion of the price stop, the Price Commissar now fixes maximum 
prices for auctions before they are held. These prices are an- 
nounced before bidding takes place. This also applies to real 
estate auctions, but “‘ because of the lack of suitable objects it 
must be expected that all bidders will immediately offer the 
maximum price.””’ The Price Commissar had, therefore, also to 
fix a certain order of priority among bidders (mortgagees, tenants, 
and soon). Volkswirt remarks, ‘“‘ It must be seen how this works 


1 Compare, however, the June—September issue, p. 201. 























1942] THE GERMAN WAR ECONOMY, V 27 


in practice,” and thinks the delays of auctions “a potential 
danger.”” The sale of second-hand goods is also admitted to be 
“a certain gap in the price control.” Volkswirt says, ‘‘ One’s 
impression is that prices are much above those of new articles,” 
and calls this “a strain on price discipline elsewhere.” 

New prices fixed include furniture trade margins, at 25 per 
cent. for the wholesaler (plus 5 per cent. if polished), and 30-40 
per cent. for the retailer, according to the type of furniture. 
The price of building sites is fixed by square yard, and sites are 
arranged in fourteen categories for this purpose. The prices 
range from £2 to £60 a square yard. Even more interesting is 
the attempt to fix house rents in the annexed territories. For 
this purpose houses are classified by a variety of objective standards 
(size of place, type of house, age of house, number and type of 
rooms, equipment, etc.), and rents are fixed per square yard. 
It is possible that this foreshadows a similar standardising of 
rents for the rest of Germany. 

Price increases were conceded to the brick industry in order 
to enable them to modernise production and to make up for the 
decline of productivity in that industry. The industry is officially 
classified as “‘ overcrowded”; of the 5,500 works, 1,100 produce 
80 per cent. of the total output, and many of the rest are only 
seasonal firms. The Price Commissar also fixed higher prices 
for cellulose and paper, which illustrates the growing acuteness 
of the timber problem.' As from October 1, new maximum 
prices for steel scrap were fixed for eastern Germany, the lowest 
price previously paid being raised by 33 per cent. Volkswirt 
also pleads for a general inclusion of income tax as “cost” in 
the price calculation for public contracts, on the analogy of the 
corporation tax; but this has not so far been conceded. 

Among price decreases, partly enforced by the Commissar 
and partly announced as “voluntary,” there is a reduction 
(voluntary) in the price of a wide range of chemical products 
and plastics, to wipe out £8 million excess profits in the chemical 
industry. Glass prices were lowered by 4 per cent. (by decree) ; 
the trade was compensated for loss on stocks; glass prices had 
been stationary since January,1937. A variety,of buna (synthetic 
rubber) products have suffered a compulsory reduction of price, 
and all margins in the toy trade in excess of 334 per cent. have been 
compulsorily reduced by 8 per cent. 

There have been more cases in which the Price Commissar 
has been obliged to determine the quality of production in order 


1 Compare below, p. 32. 
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to make his price control effective. An example of this is the 
shoe industry, where the producer’s average price (excluding 
army supplies) may not exceed the 1938 average by more than 
10 per cent., or ls. 9d. a pair, whichever is the lower. The Price 
Commissar has also been increasingly forced to interfere with 
cartel arrangements. From October 1, all prolongations of cartel 
agreements need a permit from the Commissar. Cartel prices 
must be fixed to’cover the cost of the “ good ” firm, not average 
cost or the cost of a ‘‘middling” firm. Higher prices will only 
be sanctioned for short periods of time to cover the cost of firms 
whose productive capacity is urgently needed, or where high 
cartel prices are needed to cover losses made on other goods. 

For purposes of taxation of excess profits by the Commissar 
(‘‘ skimming-off ’’),! detailed regulations have now been issued 
for firms outside industrial groups, such as traders, artisans and 
the like. They generally follow the line of the regulations for 
industry. In the case of shopkeepers, the regulations contain a 
hardship clause under which the Commissar can leave their excess 
profits in a blocked account with them. Volkswirt expects “a 
flood of applications with which the personnel of the Price Com- 
missar will be quite unable to cope,” and advocates block permits 
for whole branches of trade. Otherwise the paper foresees 
** absurd bureaucratic waste,” in that firms may have to surrender 
excess profits for 1941 and then have to apply for a rent subsidy 
in 1942. The regulations for artisans are mainly interesting, in 
that the regional “‘ standard rates of profits *—originally evolved 
for fiscal purposes to determine the income of artisans without a 
satisfactory book-keeping system—are now used for defining 
“standard ’’ and “excess”’ profits. Thus the standard profits 
of glaziers vary regionally from 28 to 48 per cent. of turnover, 
those of locksmiths from 30 to 47 per cent.; the regional dis- 
crimination introduces an element of arbitrariness in the whole 
scheme. Generally, there is much complaint at the element 
of uncertainty and arbitrariness in the scheme which makes it 
impossible for firms to plan ahead. The usual consequences of 
100 per cent. E.P.T., so well known from our own experiences, 
are now also to be observed in Germany, and examples are given 
of a reckless inflation of cost. Some papers call for a reduction 
of the tax on these grounds, beceuse the alternative of an even 
stricter all-round control of cost would lead to “‘an enormous 
amount of unproductive labour.”’ 

The most interesting new development of the skimming-off 


1 See previous issue, p. 410 

















1942] THE GERMAN WAR ECONOMY, V 29 


scheme is its extension to the incomes of professional people 
(doctors, lawyers, and the like) whose incomes from their pro- 
fessions exceed £800. Excess incomes are defined as excess 
over “‘a normal peace year.” Extra income will be left only 
where it is justified by extra work. Cases of incomes over 
£4,000 must be reported to the Price Commissar in any case, 
even if they are not excess incomes. This extension of the scheme 
amounts to a partial, back-door, re-introduction of the previously 


abolished Excess Income Tax. 


Restriction of Consumption. 


The total potato crop in 1941 was stated to be 7 per cent. 
lower than the very high 1940 crop. On the other hand, human 
consumption of potatoes since the outbreak of war has risen 
by 90 per cent. Even though human consumption accounts for 
only a minor part of potato consumption, there is thus some 
strain even in the supply of this last unrationed basic food, 
particularly in connection with transport difficulties. Before 
the new crop came in, the sale of potatoes had to be locally and 
informally limited to about 3} lb. a head a week. The 1941 
grain harvest is described as ‘“‘ medium,” and about equal to 
last year’s (which was not good). Some figures have been 
published on the substitution of rye for wheat. In 1941 rye 
accounted for 61 per cent. of human consumption as compared 
with 42 per cent. in 1938. It is now illegal to feed rye to lifestock. 

The 1941 area under vegetable cultivation is stated to be 21 
per cent. above the 1940 area (which was itself already 10 per 
cent. above the 1939 area). The vegetable areas most extended 
over the previous year were spinach and mangold (plus 105 per 
cent.), carrots (plus 47 per cent.) and peas (plus 30 per cent.). 
At the same time, vegetable-growing has been even more con- 
centrated in the industrial areas. Thus the Rhineland shows 
an increase by 47 per cent. and Brandenburg by 32 per cent., 
while the agricultural district of East Prussia shows a decline. 

Figures throwing a certain light on the general decline of 
consumption are a drop in the turnover of the biggest western 
department stores group in 1940 by 9 per cent. in value; stocks 
were reduced by over £500,000 or 35 per cent. in value. The 
biggest Berlin chain of stores reports a drop in turnover by 18 
per cent. 

The basic rations remained unchanged, with the exception 
of the meat ration, which was further reduced—after the reduction 
reported in the previous survey—to ? lb. per week. The supply 
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of eggs to the civilian population is stated to have declined from 
85 per head in 1940 to 69 in 1941, and “ it will be less in the third 
year of war.” New heavy restrictions on passenger railway 
transport came into force on November 1. 

Among non-essentials the supply of spirits to the home market 
has been reduced from 55 per cent. to 35 per cent. of the original 
quota. The lamp spirit quota is 70 per cent., for cosmetics 15 
per cent., drinking spirits 25 per cent. Wine is now very scarce, 
and distribution is described as “ silent rationing.”” The scarcity 
is explained as due partly to increased demand, partly to frost 
damages in the winter 1939-40, and partly to the reservation of 
40 per cent. of the supplies from the outbreak of war for the 
services (a percentage which is now “ appreciably greater ’’). 

The shortage of cigarettes has lead to a regional system of 
rationing and quasi-rationing. This regional difference is due 
to the power of the Regional Boards to arrange the distribution 
of tobacco within their area as they think best. In many places 
customers’ control cards were introduced, to limit daily sales to 
daily requirements and to prevent “shop crawling.” Cigarettes 
are not sold to men under 18 or to women under 21. In many 
areas these control cards were the forerunners of more formal 
rationing, under which consumption is limited to six a day for 
men and one and a half a Jay for women. The bottle-neck in 
the production of cigarettes after the occupation of the Balkans 
is not in tobacco supply, but in the machinery equipment of 
tobacco manufacturers. Output of cigarettes is at the record 
figure of 840 per head (compared with 483 in 1932), but 33 per 
cent. of the output is directly requisitioned and given free to 
members of the armed services as part of their rations, apart from 
what they buy additionally in shops or canteens. It is hoped 
that the increase in the war surcharge on cigarettes from 20 to 
50 per cent. will reduce consumption. “If this is not sufficient 
to adjust demand to supply, a further turn of the taxation screw 
must be expected.” 

The new clothing card for 1941-42 reduces civilian con- 
sumption by 40 per cent. This is done by a reduction in the num- 
ber of points from 150 to 120, and by an extension of the period 
for which the new card must last from 12 months to 16 months. 
Certain “‘ non-essential textiles,” such as pyjamas, night-shirts, 
bathing-suits, napkins, etc., are now excluded from the clothing 
card and can be bought only by special licence. On the other 
hand, hats are now included, and require three points. The 


1 See below, p. 34. 
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manufacture of evening gowns, dressing-gowns, dancing-shoes, 
and the like is now directly prohibited. A special warning was 
issued to retailers that they must sell clothing to all holders of 
the clothing card regardless of residence. This followed com- 
plaints that in spas and other overcrowded places it was difficult 
for strangers to be served in textile shops. 

Further evidence of black markets is supplied by a case 
reported in the press. In this single case, 350 persons were 
involved, and the trial ended with one death sentence, numerous 
long terms of imprisonment and money fines amounting to 
£17,000. Volkswirt mentions “ the psychological effect of certain 
phenomena in commodity markets which are attentively 
studied by the general public.”’ Advertisements in cinemas for 
scarce goods are now prohibited. As a general measure of policy 
the authorities prescribe in a number of cases the continuance 
of trade marks, in spite of deteriorated quality, “in order to 
make the scarcity of raw materials not too visible to the 
consumer.” 

To reduce paper consumption the size of notepaper has been 
halved. Only two standard sizes are now produced, with 75 
per cent. of the production in the smaller size. It is now a 
punishable offence not to have sufficient pressure in the tyres 
of motor vehicles. To promote the recovery of oil, not only 
used oil itself, but even oil rags must be surrendered to extricate 
the lubricants. A special Reich rag collection was undertaken 
in August because, “in spite of all appeals, only 25 per cent. of 
the textile consumption is recovered in rags.” The second-hand 
shoe exchanges! designed to reduce consumption by direct ex- 
change are financed by an administrative fee of 6d. paid by each 
part to a transaction. 

One type of egg substitute alone is now produced in nine 
factories. Coffee substitutes use up 350,000 tons of barley and 
150,000 tons of rye. In view of cases of fraudulent substitutes 
(such as “ artificial pepper’), public control was tightened up. 
In August an official Reich Institute for Vitamin Research was 
created. 

Communal feeding is steadily increasing. The number of 
canteens is now given as 9,000 to 10,000, of which 5,000 are 
works canteens. It is a particular point in favour of canteens as 
compared with normal caterers that 80 per cent. of the canteen 
staff are women. Works canteens now get a special ration of 
1} oz. of sugar per head per week. 


1 See previous survey, p. 416. 
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Restriction of Investment 


The maintenance of the fertility of the land must be greatly 
affected by the restricticn of supplies of phosphatic fertilisers 
for 1941 to 33 per cent. of 1940 supply; the quota for nitrates 
is 85 percent. In industry, even in the case of steel works, actual 
investment is shown as only £5 million, as compared with depre- 
ciation allowances of £12,500,000. Krupps are stated to have 
£800,000 worth of “ non-realised repairs.” 

A special decree issued at the end of July applies much more 
rigorous restrictions to building. Only buildings of the simplest 
type (‘‘ barrack type’’) may be built, and temporary fixtures 
must be substituted for permanent ones. ‘ Buildings which 
last for the war are almost always adequate.” Inspecting com- 
missions are appointed to see that these regulations are observed, 
and builders are threatened with a special post-war tax on 
avoidable permanent fixtures. A special statement issued by 
Goering describes any violation of the new decree as ‘“‘ sabotage 
of the Luftwaffe.’ Builders also may not increase their equip- 
ment until their present plant is utilised on two shifts. Their 
basic quota of timber and steel has been abolished.? 


Substitute Materials 

The change-over of private motor-cars from petrol to producer 
gas is stated to save 326,000 tons a year. Producer gas is now 
produced from coal-dust, lignite, or peat rather than charcoal, 
in view of the increasing timber scarcity. It is said that there are 
75,000 vehicles running on gas, and their number is to be increased 
to 100,000. Even canal barges are now running on gas. 

A special subsidy (up to 50 per cent. of cost) is paid for the 
transformation of Diesel engines to non-liquid fuels (gas). The 
subsidy is either paid outright, or as a loan for five years at 3 
per cent., with the interest for the first year cancelled. 

Timber supply is becoming increasingly difficult. Demand 
rapidly increases, as it is needed in many substitute industries. 
On the other hand, the domestic felling quota had to be reduced 
by 10 per cent. (it is still very high), and imports had to be 
diminished because of great transport difficulties. In the pro- 
duction of cellulose, domestic beech is now increasingly sub- 
stituted for imported pine. The by-products of beech pulp are 
stated to be useable for yeast manufacture. The substitution 
of potato leaves for wood in cellulose manufacture was described 
in an earlier survey ; ? the aim is now stated to be the collection 


1 See above, p. 20. 2 See December 1940, p. 544, 
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of 3 million lb. of potato leaves. The timber situation is also to 
be relieved by the afforestation of suitable tracts of the country 
(particularly Thuringia) with poplar undergrowth to be cut 
before it develops into full trees. Great publicity is given to this 
scheme by the timber groups. In the field of metals, special 
** combined jam containers ” are now produced with the lid and 
bottom only from tin plate and the body from cardboard. The 
saving in metal is said to be 30-50 per cent. Of the present 
production, 20-25 per cent. are cardboard containers and the rest 
combined containers. There is also increasing substitution of 
gypsum for sulphurous ore. 

Because of the general development of substitute production, 
the chemical industries are now officially ranked together with 
mining and agriculture as basic industries. 


Money and Finance 


In this field there have been some very important develop- 
ments during the period under review. First the “ iron savings ” 
scheme. The salient features of this scheme are as follows: 
First, all savings under this scheme are to be exempted not only 
from income tax and wage tax, but also from social insurance 
contributions ; in cases where the exemption of savings for income- 
tax purposes brings the “iron saver” into a lower taxation 
group, this represents an enormous concession to him, and his 
net income may be hardly reduced by savings. As Volkswirt 
points out, this is a real anomaly, particularly in the case of higher- 
income groups, which are not affected by the finer grading of 
the wage tax schedule.! Volkswirt also points out that the re- 
mission of social insurance contributions may lead to a substantial 
reduction in the incomes of certain funds and may necessitate 
either a reduction of benefits or State subsidy. Second, the 
scheme applies to wage and salary-earners only, although firms 
and business men have been given a similar concession in the so- 
called “blocked investment account.” * Small independent 
artisans and professional people working on their own account 
are, however, excluded from the scheme. Third, to simplify 
the administration of this scheme, the amount saved is directly 
deducted at source, and the amounts which can be saved are 
completely standardised at either £1 or £2 a month. Three 
months’ notice must be given of any change or cancellation of 
the amount to be deducted as iron savings. Fourth, in addition 
to the standard amounts, all overtime bonuses up to £1 a month, 


1 See above, p. 24. 2 See below, p. 34. 
No. 205.—vVOoL. Li. D 











34 THE ECONOMIC JOURNAL [APRIL 


Christmas bonuses, and so on, up to £40, may be saved in this 
way. This special treatment of overtime earnings is intended to 
increase the incentive for increased output. Fifth, the amounts 
saved remain blocked for the duration of war, and after the war 
a year’s notice of withdrawal must be given. Sixth, the loss in 
State revenue must be substantial, depending, of course, on the 
extent to which the scheme is adopted by income earners. A 
conservative estimate would put the loss in revenue at £120 
million. To that extent the scheme will result in a further shift 
of State finance towards borrowing. 

By an extension of the scheme, undistributed profits of farmers 
and personal owners of businesses are also exempt from income 
tax. This is a very wide concession, as no limit is stipulated for 
the length of time profits must be retained in the business or farm. 
Volkswirt fears that this concession may be “ misused,’ and 
advocates a two years’ minimum limit for the retention of profits. 

The equivalent of iron savings in the case of companies are 
“blocked investment accounts.” Firms may place up to 50 
per cent. of their depreciation allowances in these blocked ac- 
counts; they are assured of exemption from capital taxation on 
machinery bought after the war from these blocked accounts. 

Further fiscal changes—apart from the reduction in wage tax 
by £30 million through finer grading already mentioned—include 
the abolition of a number of stamp duties, with an estimated 
loss of revenue of £5 million a year, but, on the other hand, 
increases in the war surcharge on tobacco and spirits from 20 
to 50 per cent. Even more important, the corporation tax (com- 
panies’ income tax) was increased by 25 per cent. to reduce the 
anomaly by which companies enjoyed a maximum rate of taxation 
of only 40 per cent. while the upper limit of income taxation was 
65 per cent. To diminish this disparity on the other side, 10 per 
cent. of the income of private firms is now exempted from tax. 
Statistically, the increase of the corporation tax ought to bring 
in £75 million a year, but the actual increase will be less because, 
as Volkswirt points out, the tax increase is largely a ‘‘ boomerang ”’ 
recoiling on the State itself in the shape of higher prices payable 
under the Public Contracts Price Order. 

State borrowing shows a steadily increasing rate. The suc- 
cessive figures for the first eight quarters of the war, beginning 
with the October quarter 1939, were as follows (in million 
marks): 5,100; 6,200; 8,100; 8,500; 9,800; 10,300; 11,500; 
13,200. As already mentioned, the recent financial changes are 
bound to intensify the shift towards borrowing. 
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The extraordinary degree of liquidity was further increased. 
During 1941 the total note circulation increased by 33 per cent., 
total bank deposits by 34 per cent. This growth can no longer 
be explained by the introduction of the mark currency into new 
territories. It is hoped that, as one of the results of the skimming- 
off policy of the Price Commissar, this potentially dangerous 
state of liquidity will to some extent be reduced. 

One of the results of liquidity has been the stimulation of 
savings through the taking out of insurance policies. During 
the July-September quarter 1941, new policies at £9} million 
showed an increase of 80 per cent. over the corresponding 1940 
figure. 

The rate of interest, approaching its lower limit, was reduced 
from 4-34 per cent. at the end of 1940 to 4-04 per cent. in November 
1941, as measured by the yield of Reich loans. Money rates 
remained unchanged. Volkswirt mentions as a bottle-neck in 
conversion the complex legal procedure, lack of staff at banks, 
lack of paper, and overburdened printing-works; the paper 
advocates “‘ simplified procedure.” One of the difficulties arising 
for mortgage banks from the high liquidity is that many of their 
debtors apply for permission to repay their debts in advance of 
the fixed schedule. 

During the period under review, the authorities at last managed 
to break the long-sustained Stock Exchange boom. The share 
index fell by about 10 per cent., and by the end of the period 
it was no longer significantly above the level of a year ago. It 
must, however, be stressed that as firms increase their nominal 
capital in accordance with the dividend stop regulations ! the 
reduction in share values is to some extent apparent, rather 
than real. The break of the Exchange boom was achieved partly 
by a constant series of threats against speculation, partly by 
stringent measures to limit further rises (in August when the 
share index reached its maximum), but mainly by a series of 
measures designed to increase the supply of shares passing through 
the Stock Exchange. In the first place, banks must now do ail 
their transactions through the Stock Exchange, and may no 
longer undertake internal clearing of the sales and purchases of 
their customers. This deprives German banks of one of their 
traditional functions, and it also removes them from the privileged 
position of having a first claim on shares which their customers 
want to sell. This, coupled with the prohibition of other share 
transactions outside the Stock Exchange, has produced a “ Total 


1 See previous issue, p. 419, and below, p. 36. 
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Stock Exchange,” a term now frequently used. But as Volkswirt 
sadly remarks: “ The total Stock Exchange has become a totally 
dead Stock Exchange,” meaning that as a result of threats and 
repressive measures the fall in share values has been produced 
by a stoppage of demand rather than an increase in supply. The 
most important of these other measures are that all joint-stock 
companies have to register their shares acquired since the out- 
break of war, unless sold before a certain date (as yet unspecified). 
Registration took place through the Reichsbank branches. This 
is described as a “last warning,” and was coupled with threats 
of “further regulations” as to the use of registered shares. 
The banks were prohibited from extending credit for share 
buying, and asked to notify all “speculative credits’ of more than 
£250 individually. The threats against the Stock Exchange as 
an “oasis for profiteers and financial wire pullers” are almost 
continuous during the first half of the period, and in August even 
the Reich Groups were instructed to warn their members that 
“the State is determined to prevent a further rise in Stock 
Exchange quotations under all circumstances.” Private in- 
vestors are constantly admonished to bear in mind the great risk 
of investment in shares, and in November rumours are mentioned 
that private holdings will also have to be registered. There is, 
however, some mention of “‘ black Stock Exchanges ” with higher 
quotations, so that in this sense also the reduction in share values 
may be apparent rather than real. 

The final regulations for the limitation of dividends were 
published at the end of August. They tend to be favourable 
to shareholders. The actual disbursement to them may be 
increased by up to 10 per cent. through the admission of rounding 
off in an upward direction. Even companies who never paid 
more than 6 per cent. have decided to increase their capital. 
Examples of increases are the quadrupling of the nominal capital 
of a company normally producing sewing machines and paying 
12 per cent. dividend, and the doubling of the biggest cellulose 
combine, normally paying 7 per cent. In the two months, 
July and August, seventy-two companies made use of the 
“* capital escalator clause ” under the dividend limitation decree 
to increase their capital from £40 million to £70 million, or by 
an average of 70 per cent. Some papers talk of a “ capital 


increase mania.”’ 
H. W. SIncrer 


University of Manchester. 











ee 


awae 











SOCIAL RECONSTRUCTION BY THE REGULATION 
OF INCOMES 


READERS of my article on ‘‘ The Tax Curve ” in the issue of 
this Journal for December 1940 may have noticed that the 
formule there illustrated, if applied to incomes below the exemp- 
tion limit, give a small negative tax or subsidy, increasing as 
inceme diminishes, and culminating in a minimum net income for 
non-earners, in the first of £20, and in the second of £26 13s. 4d. 
per annum. (It is easy to imagine that, as the high end of the 
curve of net incomes is depressed, the lower end may very well 
rise about the fulcrum of the basic income.) 

The ostensible object of these formule was to simplify our 
very laborious rules for the calculation of income tax; but it is 
clear that some such formula might be used to simplify also our 
equally laborious methods of relieving poverty. Thus, in the 
coming times of peace and reasonable plenty, a rule might be 
devised to give a minimum income which should supersede and 
cancel all our means-tested reliefs and pensions. 

But before considering this possibility let me make a proposi- 
tion which would be practicable even in our present emergency. 
There is a great and growing demand for family allowances, which, 
in view of the falling birth rate, should be granted with the least 
possible delay. In the article referred to above I pointed out that 
the allowance per child granted to tax-payers by the Treasury has 
the effect, for those whose incomes are sufficient to give them the full 
benefit of such allowances, of increasing net income by £18 15s. per 
child per annum, or about 7s. 6d. per week. Ifthisis considered too 
much in war-time for the children of the poor, let us give, by means 
of a suitable formula, an allowance of 5s. or 6s. per child per week 
to the children alike of rich and poor. Thus the same formula 
could be applied to adults and children, and to married and single 
persons alike; and this measure would be extremely popular with 
the workers, since the child’s allowance would be granted as a 
national birthright, and not as a means-tested dole. Non- 
earning adults would also, of course, be entitled to this minimum 
income, but invalids and the aged poor would clearly need further 
relief. 

The rule illustrated in my article on “‘ The Tax Curve ” consists 
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of two parts; it gives, not tax, but net income, as the sum of two 
fractional expressions. And if it is applied, not to annual but to 
weekly incomes, it may be so far simplified that each part can be 
expressed in plain English, and his father’s net income calculated 
by any schoolboy. These two parts are independent, the first, 
if not qualified by the second, giving a maximum as well as a 
minimum income—that is to say, a rate of tax which increases 
indefinitely ; this, rather significantly, being the simplest of all 
possible rules. But by its second part this alarming little rule is 
easily mollified to give any maximum rate of tax desired. 

The one-part rule can be devised to pass the curve of net 
incomes through any three given points (on a convex curve), and 
the maximum income will be thus determined. Or it can be 
devised to give any maximum, any minimum, and any basic 
income required. By the two-part rule you can pass your curve 
through three given points if the maximum rate of tax is also 
given, or through four if it is left open. 

For example, the two following rules, one of each type, give a 
minimum income of 5s. a week, and a basic income of £2; each 
is designed to take (or leave) about half a man’s income in the 
neighbourhood of £1000 a year; and whilst the first is thus deter- 
mined to give a maximum income of £16 a week, in the case of the 
second the maximum rate of tax is still undetermined, and has 
been taken at 19s. in £1. 

The rules may be expressed in plain English as follows. (1) 
Add 4 to 16 times your weekly income in £’s, and add 16 to your 
weekly income. Divide the first of these results by the second, 
and the quotient is your net weekly income. (2) Add 7 to 25 
times your weekly income in £’s, and add 28 to your weekly 
income. Divide the first of these results by the second; add 
one-twentieth of your weekly income to the quotient, and you 
have your net weekly income. 

If x stands for weekly income in £’s, and y for net weekly 
income, the algebraic formule are as follows : 


16 + 4. _ Be+7, 2 


By the second formula a man’s net income can only exceed 
£25 a week by a bare one-twentieth of his income. These rules 
are harder on the rich than those now in use, but rather more 
lenient to the small man. I leave the reader to try them out. 

But suppose now that we are planning for peace and imminent 
prosperity, having learnt the great lesson of the war, that every- 
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thing which is physically is also financially possible; that we are 
firmly resolved to suffer no more from over-production, or from 
the under-employment of labour or material resources, until we 
have placed every man, woman, and child in the country well 
above the line of serious poverty; and that we wish therefore to 
devise for the distribution of goods some machinery as efficient 
as that by which goods are produced. What better device could 
we adopt than a fiscal Rule, scientific, as befits the age, but 
intelligible to the layman, as befits a true democracy, and even 
more truly democratic in that it operates impartially on rich and 
poor !—this not to produce a communist flatland, but to mollify 
the too tragic and precipitous social scenery to which we have 
been so long accustomed. Just as we have desired and en- 
deavoured that there shall be one Law alike for rich and poor, so 
let us now determine that in matters economic and fiscal there 
shall be one Rule for rich and poor; regarding the impartial Rule, 
at least equally with the impartial Law, as the hall-mark of a 
true democracy. 

For the purposes of this Rule, rich and poor are those whose 
incomes are respectively above and below a certain line corre- 
sponding to that which the Treasury regards as the basic income, 
but which, since it should be considerably higher than it has been, 
I shall prefer to call here the “‘ normal income.” Incomes appreci- 
ably below this normal will be augmented by a State endowment 
which increases as income diminishes, and culminates in a 
minimum income for all children and all non-earning men and 
women; whilst incomes above the normal will be subject to a tax 
of graduaily increasing severity. 

My proposal is that our minimum income should be such as to 
keep an invalid or an aged person in tolerable comfort, in which 
case it should be just sufficient to educate as well as feed and 
clothe a child; but not such as to give the child a first-rate 
education, or the invalid (or the waster) every luxury, without 
assistance from the next of kin. Our object in social reconstruc- 
tion should be to give the individual that reasonable freedom and 
security which our reformers are so rightly demanding, and our 
statesmen, alas! so vaguely promising; but to strengthen rather 
than impair his sense of responsibility to himself, his family, and 
his country. This sense of responsibility has been badly under- 
mined in our working people by their hopeless lack of freedom 
and security on the one hand, and their unhealthy dependence on 
free social services and State-aided charities on the other. We 
do not want to abolish such class distinctions as represent the 
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natural hierarchy of abilities and vocations, but they should not 
be assumed and fostered by the State; in the eye of the State, as 
in that of the Law, all men should be equal. We should abolish 
all free social services save those, if any, which are equally desired 
by rich and poor, and all State subsidies that involve other means- 
testing than that which is equally applied to rich and poor by 
Treasury officials. The National Endowments granted by our 
fiscal Rule should be as truly the birthright of those who need 
them as a drink of water or the use of the high-road. Given 
adequate measures of land- and money-reform, I should like to 
argue, if space permitted, that they might represent the unearned 
increment of the national income, which should so clearly be thus 
distributed, rather than the proceeds of income tax. 

A high income tax, however, appears to be less unpopular, 
though it is far less rational, than the alternative land- and money- 
reforms ; and I want to insist here only that an adequate minimum 
standard of life should be made financially possible, one way or the 
other. Of its physical possibility there can be no doubt at all, 
considering the immense productivity of our industrial system, 
though it is but half-manned, under the stress of war. It is only 
necessary that production should be “ planned,” which is a 
difficult and dangerous business, or adapted to the needs of the 
people by the free play of supply and demand. And our fiscal 
rule, by translating the potential into an effective demand for the 
necessaries of life, and slightly abating the demand for luxuries, 
should enable us to dispense with the further planning of pro- 
duction, just as it will enable us to dispense with the otherwise 
very necessary and laborious business of reforming our State-run 
schools. 

It is also necessary, somebody may say, that our rate of pro- 
duction should not be seriously slowed down by the effect of our 
State endowments on the “incentive to labour.” My own 
opinion is that the relaxation of this famous incentive will be 
more than compensated for by a great liberation of the creative 
impulse. But the incentive will not be wholly relaxed. Our 
minimum income will not, or should not, be such as to give the 
idler all those little luxuries which are now so dear to the heart 
of every civilised man. And in any case the community as a 
whole must always recognise the natural compulsion to labour. 
The incentive will no longer act, as it has done, like a whip on the 
galley-slave; it will rather be felt, indistinguishably from the 
creative impulse, as a fair wind in the sails of the ship of State. 
In my opinion an adequate minimum income should be given 
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as the first step in social reconstruction, and the first charge on 
the National Exchequer, even if the taxation of large incomes 
must therefore continue to be high for some time longer. To 
meet the requirements I have in mind it should not be less than a 
pre-war £1 a week. But since our fiscal rule is to be uniform for 
rich and poor, I suggest that incomes should be returned, and 
subsidies paid, at first monthly, and then perhaps quarterly, even 
if taxes were only collected every six months. Working in round 
numbers, let us suppose that our minimum is to be £5, and our 
normal income £20 a month; and that we adopt a two-part rule 
such that it takes a maximum tax of 15s. in £1. The following 
rules are framed to suit these data, and are only two of an in- 
definite number which are progressively more generous to moderate 
and large incomes as the numerical factors become larger (x and 
y stand for monthly incomes and net incomes respectively, in £’s) : 


40 250 
)9— Si ti 


4 
_ 75% + 600 , = 
ee ee 


z=0 10 20 50 100 1000 
(3)y=5 133 20 35 53-3 288 
(4)y=5 129 20 £381 °& 61:8 317-5 


I am not distinguishing between earned and unearned in- 
comes, because I think that the interest which a man draws 
from the investment of his own real savings (or his father’s) may 
fairly be regarded as earned income, and that truly unearned 
income should be reserved to the State, as it might be by proper 
measures of land- and money-reform. 

The best of all arguments for an adequate minimum income 
is that it would give our young men that real freedom in the choice 
of a trade which, since their loss of access to the land by our 
English workers, has been, for them at all events, merely 
theoretical. Having left some private elementary school chosen 
by his parents, and some secondary school or People’s University 
chosen by himself, the young man will be able, with little or no 
help from his parents, to wait for the sort of work that really 
suits him, instead of having to take the first job that offers as the 
only alternative to starvation. 

Our workers, that is to say, will have a new bargaining power 
with the employers, and whereas one result of the minimum income 
will be a great expansion of the home market, another result will 
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be a general rise of wages, leading to a further expansion of the 
market. 

For some time, however, the rise of wages will not be universal. 
From a long experience of the workers, apprentices, and “ gentle- 
men pupils ” in my own workshop, and, more remarkably, from 
a two-years’ experience in the distressed areas as Technical 
Advisor to the wood-working shops of the occupational centres, 
I am convinced that a strong creative impulse is usually latent 
in our British workers even when it is not very apparent. For the 
workers, as distinct from the engineers and managers, there is 
little scope for the satisfaction or development of this impulse in 
our mines and factories, but there is much scope in work on the 
land and in those small-scale creative industries which still survive 
in rural and even in urban districts; and it is to these industries 
at the present rate of wages, eked out by their national subsidies, 
that those young men would be attracted—a majority as I believe 
them to be—who feel the urge of the creative impulse. The 
national subsidies, and the rapidly increasing demand for agri- 
cultural produce, would put new life into the countryside; and 
not merely check, but reverse, that flow of population to the towns 
which is so dangerous to our national physique. 

Our heavy industries, our mines and factories, should have 
nothing to fear, though they would have a good deal to learn, 
from this new turn of affairs. When the tide has turned, as it 
must do if we are to survive as a nation, they will, as I think, be 
less popular with our workers than the rural industries; but such 
really admirable products of the factory system as cars and 
bicycles, radio sets and thermos flasks, we shall continue to want 
very badly; whilst there will be an increasing demand for agri- 
cultural implements and machinery, and for the tools and small 
electrically-driven machines required by our rural workshops. 
To secure the necessary labour, the factories will need to offer 
higher wages (per hour), shorter hours (per shift), longer holidays 
(which will often consist of working treks into the country as the 
harvest requires), and a general amelioration of the conditions of 
labour. The higher wages will hasten that further installation of 
automatic machinery which has been held up by our insane fear 
of over-production; and thus they may, or may not, cause a rise 
of prices, which may, or may not—since we have more money in 
our pockets—rather abate our demand for the goods. 

Thus the struggle between big business and the small man, 
between quantity and quality, between town and country, 
between a predominantly urban and a predominantly rural 














she 


cal 


ies 
2S, 
ve 
he 
ri- 
nd 
ns 


ri- 


all 


er 
ys 
he 


of 
ar 
se 


n, 











1942] SOCIAL RECONSTRUCTION BY REGULATION OF INCOMES 43 


civilisation, will be transformed into a friendly tug-of-war between 
the carnal appetites and the creative instincts of a free people. 
There is no harm in the carnal appetites so long as they are healthy 
and discriminating rather than crude or excessive. The artist, 
the craftsman, the farmer, and the farm labourer, have even 
better appetites for the good things of life than the business man, 
the engineer, or his robots. Therefore the carnal appetites cannot 
lose ; it is important only that they do not win at the expense of 
the creative impulse. They thus win only when a society has 
lost its spiritual health by the too-extensive employment of slave 
labour; as in the decadence of Greece and Rome, when, as 
Socrates observed, the appetites become “furious and savage 
masters’; or when it is subjected throughout to that economic 
tension, caused by shocking extremes of wealth and poverty, 
which produces the characteristically “‘ acquisitive society ” so 
well analysed by Mr. Tawney. The creative impulse has always 
flourished in communities that have enjoyed an adequate minimum 
standard of life; it is expressed in the profuse arts of primitive 
peoples whose subsistence has been widely assured by tropical 
fruits or freehold farms, or their leisure by long winter evenings. 
The essential case for the institution of the minimum income is 
that it would subsidise this creative impulse; it would liberate 
the vital energies of workers who are free to find their true 
vocations. 

This institution would also have a most valuable effect in the 
education of our ruling and employing classes if, as I suggest, the 
maintenance of an adequate minimum standard of life wero 
regarded as the first charge on our national resources. For to 
escape the burden of heavy taxation, and continue to enjoy those 
luxuries in the manufacture of which there is little scope for the 
creative impulse of the artist or the craftsman, they will wish to 
maintain some sort of incentive to industry; and they will also 
be very anxious to maintain something like their accustomed 
staffs of restaurant and domestic servants. But whereas they 
have hitherto relied far too widely on that slave-driver’s whip, 
the old-time incentive to labour, they will have now to rely wholly 
on the force of character, the personal magnetism, the sympathetic 
handling of faithful servants, which the best sort of Army officer 
and the best sort of employer, from the “ Captain of Industry ” 
to the mistress of a maid-of-all-work, have always found more 
efficacious than the whip, and in virtue of which our great Prime 
Minister has saved his country. 

I have not space to pursue this attractive theme, or to enumer- 
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ate the further beneficent reactions of this institution on the 
quality of our social life and system. I have said enough to 
suggest that it would be a factor in social reconstruction so potent 
and far-reaching that this first bold step in the dangerous game of 
** planning ” might very well be also our last. 

[Footnote.—Since writing the above I find in Mr. Priestley’s 
Out of the People, on p. 123, an admirable summary of the case 
for an adequate minimum standard of life, with emphasis on its 


effect in fostering the creative impulse. ] 
A. RoMNEY GREEN 

















ECONOMIC HISTORY 


THE AGRARIAN LIFE OF THE MIDDLE AGES 


The Cambridge Economic History: Vol. I. Edited by J. H. 
CLAPHAM and EImEEN Power. (London: Cambridge 
University Press. 1941. Pp. xvii + 650. 30s.) 


THE appearance of the first volume of the Cambridge Economic 
History marks an epoch in the study of medieval economic 
history in this country, for it will go far to correct that insularity 
of outlook which, in spite of Seebohm, Vinogradoff, and Ashley, 
has hitherto been the bane of English work in this field. To 
survey the agrarian history of Europe from the decline of the 
Roman Empire to the end of the Middle Ages in a single volume 
was in any case a task of great difficulty; but the international 
co-operation necessary to its accomplishment became harder 
to maintain with every year since the book was first planned in 
1934, and the calamities of which Professor Clapham tells us in 
his Preface might well have made the editors despair of their 
project. But the book is here; and though not what it might 
have been under happier conditions, it will be an invaluable 
possession to all students of its subject. With characteristic, 
and in this case well-deserved generosity, Professor Clapham 
explains that the volume was planned by Eileen Power and that 
the main responsibility for it rested upon her. One can justly 
say that it is not unworthy of her memory; and that is very high 
praise indeed. 

The first chapter, on “The Settlement and Colonisation of 
Europe,” deserves Professor Clapham’s description of it as “a 
great piece of work.’’ Its author, Professor Koebner, sees his 
vast subject as a whole; he has a fine sense of perspective; and 
his generalisations, though bold, are sagacious. At the same time 
he has a remarkable grasp of detail and brings fresh critical 
insight to bear on some much-debated topics—witness his inter- 
pretation of Germania, c. 26, in the light of tacit references to 
Cato and Cesar (pp. 14-16), his interesting explanation of the 
terms on which land and slaves were divided between the pro- 
vincial and Germanic proprietors by the Lex Burgundionum 
(pp. 31-2), and the emphasis he lays upon the connection between 
the strip system and “ the necessities of extensive cattle rearing ”’ 
(p. 18), or, again, his contention that the change of sense in the 
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word hospes between the Carolingian age and the eleventh 
century has been insufficiently appreciated (p. 69). Professor 
Koebner takes due account of modern research in archeology, 
place-name studies, and the morphology of settlements; but he 
does not try to open too many locks with any one key, new or 
old; and he also eschews the over-simplification which would 
make either “the economic factor” or “ “race” into a sort 
of Deus ex Machina, and keeps in view the varied play of many 
influences—law and war, tradition and superstition, geographical 
conditions and the state of human knowledge, the land-hunger 
of many and the energy, selfish or disinterested, of powerful 
individuals. Regional differences are exhibited without the aid 
of over-pointed contrasts: good examples are the comparison 
between the Gothic occupation of Dacia and the settlement of 
the Alemanni in the agri decumates (pp. 22-23), and the different 
attitude of authority to the clearing of woodland in the eastern 
and western parts of the Carolingian Empire (pp. 46-7). It 
goes almost without saying that many of Professor Koebner’s 
conclusions are open to dispute, for large parts of his field are a 
battle-ground of controversy. Occasionally one suspects that 
the medium of a foreign language has hindered the precise 
expression of his meaning. For example, I doubt whether 
the statement that ‘in the German kingdoms on imperial 
soil the institution of the villa with its dependent holdings 
survived ” (p. 32) was intended to be as comprehensive as it 
sounds to English readers.1_ One positive misstatement is cor- 
rected by another contributor to the volume: if Kétzschke’s 
Quellen are typical, the locator of an east German “ colonial ” 
village usually, as Schultheiss, received one third of the profits of 
justice (as stated on p. 383) and not two thirds, as Koebner asserts 
(p. 83). 

The story of the “‘east German colonisation,’ which forms 
part of Koebner’s subject, is carried further and discussed in 
greater detail by Protessor Hermann Aubin, while colonisation 
“under German law” in Poland and Hungary is dealt with, 
somewhat sketchily, by Professor Rutkowski. Aubin gives 
us the first really adequate account in the English language : 
it is compact, full, clear, and on the whole judicious. He recog- 
nises that ““we cannot now clearly separate areas of German 
colonisation from those of colonisation ‘under German law’ ” 
(p. 370); and if his assertion that ‘‘ German wars of conquest or 


1 It may be suggested that ‘‘ the urban development of law” (p. 5) really 
means ‘‘ the development of urban rights.”’ 
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conversion neither exterminated the heathen natives nor even 
drove them out” (p. 366) seems too sweeping, he has at least 
saved the economic history from that over-close dependence on 
the political history which generally characterises accounts of 
this subject. Indeed, he omits to mention one political factor 
which may have facilitated peasant emigration to Prussia—the 
westward extension of the power of the Teutonic Order by their 
acquisition of East Pomerania in 1309, which, as Gustav Aubin 
pointed out, must have lessened the hazards of the journey from 
the old German lands.’ As regards the general slackening of the 
colonial movement after 1350, he does not mention the possible 
influence of the Black Death.2, And more might have been said 
about settlements in the eastern Alps: those alpine Schwaighdéfe, 
of which Stolz and Wopfner have given such interesting accounts, 
deserved some notice. On the other hand, “ pre-colonial ” 
conditions in the Slavonic east are described with a confidence 
about details which seems a little rash. Does the evidence for 
those dim times and regions really allow us to conclude that 
“the swine were now relatively less important ” (p. 363) ? 

The English medizvalist, accustomed to draw cautious con- 
clusions from a wealth of records, will feel inclined to pass a 
similar criticism on some of Mr. Stevens’ statements about 
conditions in the later Roman Empire; but the historian of ancient 
economy is bound to attempt bold constructions upon slender 
foundations if he is to exist at all (except perhaps in Egypt), 
and there can be no doubt about the brilliance and importance 
of Mr. Steven’s vivid and captivating chapter. A point of great 
significance for the largest issues is his insistence on the vulnerability 

1 Gustav Aubin, Zur Gesghichte des gutsherrlich-baduerlichen Verhdltnisses in 
Ostpreussen (1910), p. 15. 

2 C. Krollman rejects the view (maintained by Rérig) that the Black Death 
was responsible: he thinks that the growing towns absorbed the surplus rural 
population [Vierteljahrschrift fiir Sozial- und Wirtschaftsgeschichte, Vol. XXI, 
1928, p. 295]. Kétzschke and Ebert attach weight to both these factors along 
with others, such as reduced freedom of movement among the peasantry of 
South-Western Germany (‘ Landluft macht unfrei’) and a worsening of peasant 
conditions in the colonial east which diminished its attractions [Geschichte der 
ostdeutschen Kolonisation, 1937, pp. 108-110]. The continuance of colonisation 
in the ‘‘ Ordensland ’’ was due, not to German emigrants from outside, but to 
internal growth and the reception of some Polish, Lithuanian and Russian 
elements [Krollmann, pp. 295-6; K. Kasiske, Die Siedlungstdtigkeit des deutschen 
Ordens, 1934, pp. 155-7; ep. H. und G. Mortensen, Die Besiedlung des 
nordéstlichen Ostpreusse’», t. I, 1937, pp. 71-72, 105]. 

3 Otto Stolz’s article in Vol. XXV of the Vierteljahrschrift fiir Sozial- und 
Wirtschaftsgeschichte is mentioned in the Bibliography to Chapter I; but there 
is no reference either to Wopfner’s article in the preceding volume (to which 
Stolz’s was a reply) or to Stolz’s book Die Schwaighdéfe in Tirol (1930), upon 
which Wopfner was commenting. 
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of irrigation systems, the neglect of which during a few years of 
disorder may have lasting consequences : this consideration adds 
weight to the case for a “‘ catastrophic ” fall of the old economy 
in the African provinces of the Empire, with all that it involved 
for Italy. But it is a pity Mr. Stevens tries to translate ancient 
money into a supposed modern equivalent (pp. 99, 108, 115): 
we have surely learnt that there is little meaning in such equations. 
And it is really rather naughty to speak blandly of the fortifica- 
tion of villas leading to ‘their transformation into the castles 
of the Middle Ages” (p. 106). Economists will be puzzled by 
the statement that money taxes proved “uncollectable”’ in “the 
inflation period of the third century ” (p. 106) and medizvalists 
will hardly follow the argument that the enclosing of portions 
of waste implies “that the sown land was already enclosed ” 
(p. 105). 

Professor Parain provides a rich storehouse of information 
about agricultural technique, but some of his inferences lack 
cogency and he leaps about the centuries in a rather exasperating 
way. And where, oh where, is the evidence that the two-field 
system had spread widely in Britain “in the wake of the Roman 
legions, and perhaps even before their arrival’ (p. 127)? With 
Professor Dopsch’s chapter on the agrarian institutions of the 
Germanic kingdoms we reach the most fiercely contested topics 
in the volume; and, whatever may be thought of the author’s 
views, a summary statement of the case for continuity by its 
most distinguished and most extreme advocate is very welcome. 
It must have been hard indeed to compress so much into twenty- 
five pages, and to attempt criticism within the limits of a review 
is impossible. On one point—the place-names with the Weiler 
suffix—Professor Dopsch seems to have modified his earlier 
views. Development rather than continuity is the key-note of 
Professor Bloch’s remarkable chapter on the rise of the Seigneurie ; 
and in the development he recognises the play of manifold forces 
leading (with great regional diversities in the chronology and 
intensity of their operation) to results in which unity as well 
as variety can be discerned. Professor Bloch handles this 
immensely difficult theme with the consummate skill which 
characterises all his historical work. His power of attaining 
‘ucidity without over-simplification or any “ artificial lighting ” 
reminds one of Maitland; and the lines of future research in 
this field will be largely determined by the perspectives of this 
chapter. Two questions suggest themselves even now. Has 
Professor Bloch considered the possibility that in some cases 
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demesnes may themselves have developed out of tribute in 
agricultural produce such as that of which Tacitus speaks 
(Germania c. 15)? He shows how these customary “ gifts ” 
become obligatory (p. 262), so that the tribute passes into a 
food-rent. But one can imagine a development by which the 
tribesman comes to pay, not a given fraction of his crops, but the 
crops on a given fraction of his strips, and that then these strips 
come to be regarded as demesne, so that the food-rent passes 
insensibly into a labour-service. Secondly (if I may venture, 
very diffidently, upon a criticism), do the names of “the most 
ancient villages ” in fact frequently incorporate personal names, 
and can we argue from such names to “the existence of rural 
chiefdoms’ (p. 260)? Professor Stenton points out that in 
England these personal names are often “ compound,” often 
Danish, often feminine, and he therefore thinks it probable that 
place-names of this type ‘“‘ belong to a late phase of Early English 
history.” According to the same authority, it is “more than 
probable ” that many of the villages in question developed out 
of isolated farms, and that the name of the first settler became 
attached first to the farm and then to the village: ‘it does not 
follow,” he says, “‘ that he was always a man of rank.” 1 

The central period of the Middle Ages is (very wisely) divided 
geographically between different writers. Professor Ganshof 
treats France, the Low Countries, and Western Germany with 
real mastery both of his subject and of the art of clear exposition ; 
and Professor Mickwith of Helsinki gives a succinct and informing 
account of Italy. On the other hand, the treatment of Spain, 
by Mr. Robert S. Smith, is rather slight and even a bit journalistic : 
he seems to rely a good deal on the well-known books by Merriman, 
Boissonade, and J. W. Thompson; but we must not forget that 
this section had to be written at short notice after the Spanish 
scholar to whom it was originally assigned was obliged to throw 
up the task “ because he was a refugee in Santander and his 
notes were in Seville.” For eastern Europe and the fringes of 
Asia we have (besides the already mentioned sections by Koebner 
and Rutkowski) a separate chapter on the Byzantine Empire 
by Professor Ostrogorsky and a section on Russia by Professor 
Struve. In the Byzantine chapter much interesting matter is 
packed, very skilfully, into small space; but the explanation of 
agrarian changes in terms of a struggle between the “ powerful ” 
and the peasantry, and of variations in State policy, leaves one 


1 Introduction to the Survey of English Place-Names, edited by A. Mawer and 
F. M. Stenton, 1924, Part I, pp. 42-3. 
No. 205.—voL. Li. E 














50 THE ECONOMIC JOURNAL [APRIL 


wondering what were the real causes both of the landlords’ power 
and of the changes in policy. Did large estates mean large-scale 
production? Did the high degree of urbanisation put a premium 
upon farming for the market? Or were developments in the 
art of war and the loss of territory to the Seljuks the dominant 
factors? The unfamiliarity of the field makes the Russian 
section especially welcome; but the present reviewer is quite 
incompetent to judge of its merits, though some misgivings are 
aroused by the commendation accorded (in the full and important 
bibliography) to the somewhat fanciful work of Lewinski. 
Professor Struve’s treatment of his subject is more juridical 
than economic. 

In the Scandinavian section Professor Bolin provides a mass 
of information, which, besides its intrinsic interest, will be of 
the highest value to students of agrarian conditions in the 
“Danish ” districts of England—not least because he keeps his 
readers aware of the uncertainties still attaching to many phases 
of the history. The exclusion of Iceland is, however, to be 
regretted; and it is odd that nothing is said about Othere’s use 
of horses for ploughing in ninth-century Haalogaland. One 
longs, too, for some appreciation of those details of the Norwegian 
farmer’s life which are made so vivid by the splendid Folk- 
Museums at Bygdoe and Lillehammer: in each of those collec- 
tions there is a house which is believed to date from the thirteenth 
century, while some of the later buildings (especially the Bjoernstad 
farm at Lillehammer) can tell one much about medieval condi- 
tions—not only in Scandinavia. 

In the section on England Miss Neilson adds to the great 
services she has continued to render to English economic history 
ever since the publication of her monograph on the estates of 
Ramsey Abbey in 1899. The results of recent research are 
fully digested and judiciously combined with the conclusions 
of the pioneers so far as these have stood the test of subsequent 
criticism. Emphasis is laid on the variety of conditions, which 
older historians too often neglected; but a fuller account of the 
methods and results of arable farming would have been useful 
to readers unacquainted with the standard works on English 
agrarian history. Occasionally one fears that such readers will 
need further explanation if they are to appreciate the force of 
Miss Neilson’s points. For instance, the summary of Kos- 
minsky’s statistics (p. 447) is a little obscure if one does not 
know that the figures refer to the value of the labour services 
expressed as percentages of the total value of services and dues 
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owed by the tenants. Again, the statement that boon works 
were “less cumbersome ” than week-work (p. 443) would have 
been clarified by a reminder that the lord had a wider choice of 
days for the performance of the boons and was therefore better 
able to suit the work to the weather.1_ On a few points one must 
express dissent. The suggestion that villages were placed away 
from the ancient roadways “in order to avoid the invasions of 
earlier days’ (p. 438) can hardly be accepted; and the illustra- 
tions on Plate V are evidence against the sentence (on p. 440) 
which seems to imply that an eight-oxen plough was usual in 
practice. By a curious slip the bovate is described as “ the 
amount a plough could plough in a day ” (p. 452). 

The last chapter of the volume deals with “ Medieval Agrarian 
Society in Transition” in England, France, and all Germany 
except the colonial north-east. A comparative survey of this 
kind was badly needed, but it demands almost too much of a 
single historian, and the result is rather unsatisfactory. Pro- 
fessor Nabholz’s generalisations are stimulating and suggestive, 
but their wide range has been bought at a heavy cost in chrono- 
logical vagueness, and the English section is not only inexact in 
detail, but fails to take account of modern research. The late 
Miss Levett’s work is wholly ignored, although her very im- 
portant monograph on the estates of the see of Winchester was 
published as long ago as 1916. Page’s statistics of commutation 
are quoted without criticism (p. 514), and the prominence given 
to the Black Death and the Revolt of 1381 can hardly be justified 
in the present state of knowledge. As regards the revolt, Pro- 
fessor Nabholz misses an essential point about the Poll Tax— 
its unequal incidence—and maintains the generally discredited 
view that the peasants were influenced by the “ religious 
radicalism” of Wyclif (pp. 516-17).2 Again, the repeated 

1 I am glad to see that Miss Neilson considers week-work to have been due 
**on specific days of the week ’’ (p. 443). This was certainly usual with those 
who owed one day a week, like the Lundinarii, and though definite statements 
to this effect are rare in the case of tenants owing more than one day (the Ramsey 
Abbey custumals being exceptionally explicit in this matter), I believe this is 
simply due to the fact that it took more time, ink and parchment to say ‘‘ every 
Monday, Wednesday, and Friday ’’ than to say ‘‘ three days a week,’’ whereas 
in the Latin of the custumals one could say ‘‘ every Monday ’’ even more 
concisely than ‘‘ one day a week.’’ 

2 I may, however, call attention to a piece of contemporary evidence (un- 
noticed I think, until a few years ago) which gives some support to the theory of 
Wyclifite influence. In a treatise against Wyclif written by William of Ryming- 
ton (Chancellor of Oxford 1372-3) the following passage occurs :—Talis doctrina 
pestifera verisimiliter fuit causa nuper movens communitatem ad insurgendum 


contra regem et proceres hujus regni (Bodleian MS. 158, ff. 201v—202, quoted in 
1934, by J. McNulty : Chartulary of Salley Abbey, vol. II, p. 206). 
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reference to surplus corn being sold in medieval England at the 
“nearest ’’ town market (pp. 508, 510) suggests unawareness in 
regard to Professor Gras’ researches into “ manorial ’”’ marketing. 
The statement that heriots were commuted for money at an 
early date in England (pp. 496, 509, 512) is surely unsound. 
Then it is rather misleading to say that the reeve ‘“‘ could”’ be 
unfree (p. 508), when liability to serve as reeve was often taken 
as evidence of unfree status. And the provisions of the Statutes 
of Merton and Westminster II about sufficiency of pasture are 
misrepresented both by the description of those protected as 
‘** peasants ” without qualification and by the implication that 
only “ peasants ” were safeguarded (p. 501). Actually, of course, 
no protection was given to unfree peasants: the words employed 
are milites et libere tenentes. 

But the defects of this last chapter count for little against 
the outstanding value of the volume as a whole. In spite of 
all the difficulties inherent in the nature of the field and the 
present condition of knowledge, and notwithstanding the por- 
tentous obstacles presented by the state of international affairs, 
there is not a chapter in the book which a specialist in its 
particular subject can afford to neglect and hardly a page 
which will not be of interest and value to general students 
of history. As one lays it down two reflections suggest them- 
selves. 

The first is in the nature of a warning to the general reader 
in regard to a detail which is yet of far-reaching importance. 
Seven of the contributors mention, with good reason, the agricul- 
tural activities of the Cistercians; but, apart from a very brief 
allusion by Professor Koebner (p. 78), there seems to be no 
reference to the eviction of peasants at their hands. The great 
need for compression in a book of such wide scope may well 
justify this omission; but the eviction of peasants usually re- 
ceives so much attention in the history of Tudor England, that 
readers who are unaware that there was a “shadow side” to 
the work of the monks may draw too sharp a contrast between 
the two periods and be insufficiently armed against the popular 

1 A definite money payment pro herieto is certainly found on some of the 
manors of Ramsey Abbey about the middle of the thirteenth century, and 
money heriots appear at Ingoldmells, Lincolnshire, in 1292; but the best beast 
could still be claimed from many copyholds until modern times. The arrange- 
ment that money should be paid if the deceased tenant had no beast (which we 
find, for example, at Lewknor, Oxon, in 1404, and on one of the Crowland Abbey 
manors in 1417) must of course be distinguished from commutation, as must 


also the sale of the beast to the deceased’s widow or another (examples at 
Barton, Staffordshire, in 1380). 
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delusion which paints the later history as dominated by the 
twin demons of “ Protestantism ”’ and “ Capitalism.” 

The second reflection is a doubt. Were the editors wise in 
keeping footnotes to a minimum? The tradition set by the 
Cambridge Modern History is less appropriate in the medieval 
field, and especially in medizval economic history one craves 
for references to the sources. But the doubt turns into a hope. 
May we hope that a supplementary pamphlet of references will 
be published? Completeness is no doubt impossible, especially 
as many of the contributors can no longer be communicated 
with; but the co-operation of English scholars would identify 
many references and even a few pages directing students to the 
more accessible texts—or to collections such as Wopfner’s Urkunden 
zur deutschen Agrar-Geschichte and Kdétzschke’s Quellen zur 
Geschichte der Ostdeutschen Kolonisation—would be very useful. 
At least fourteen of the documents referred to by Professor Aubin 
and at least seven of those cited by Professor Koebner are in the 
latter collection, and very brief references would save students 


the trouble of hunting them down. 
REGiNALD LENNARD 
Wadham College, 


Oxford. 











Str WILLIAM BEVERIDGE’s PricE History 


Prices and Wages in England from the Twelfth to the Nineteenth 
Century, Vol. I. Price Tables: Mercantile Era. By Sir 
WILLIAM BEVERIDGE with the collaboration of L. LizpMann, 
F. J. Nicnoxas, M. E. Rayner, M. Wretts-Smitu and Others. 
(London : Longmans, Green and Co. 1939. Pp. 756 + lx. 
3ls. 6d.) 


AFTER eighteen years’ research (interrupted by governmental 
missions, investigations of current problems, and heavy adminis- 
trative responsibilities), the first volume of Sir William’s long- 
awaited study has appeared. Few scholars are likely to be dis- 
appointed with his sterling performance. The advance in methods, 
form, scope and content over the history of English prices by 
Thorold Rogers has surpassed that of Rogers over Tooke and that 
of Tooke over Fleetwood. A thorough combing of English 
archives has uncovered many sources unknown to Rogers; and 
for the most part, the price series have been selected with dis- 
crimination, subjected to rigid criticism and elaborated with great 
care. 

As in the histories of prices in other countries under the auspices 
of the International Committee on Price History (of which Sir 
William was Chairman), the price series are largely confined to 
commodities actually bought or sold “ year after year in the 
same place for the same purpose ” (p. xxviii). Documents with 
short life-spans have been rejected, and isolated data from dis- 
connected and varying sources have not been thrown together. 
The continuity in time, place and purpose has furnished a safe- 
guard against the distortion of price data through unexplained 
variations ‘“‘in respect of quality, measures, terms of sale and 
other internal factors” (p. xxviii) that crept into the account- 
books. The use of legal maximum prices, a stumbling-block of 
price historians for generations, has been avoided; and few 
observed prices contemporaneously recorded for a particular 
market (as for the determination of the Assize of Bread or Beer) 
have entered into the tables. In the admirable description of the 
sources employed and exhaustive explanation of every step in the 
collection, classification and tabulation of the price series, a good 
example has been set not only for price history, but for all in- 
ductive work in the social sciences. 
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Prices have been tabulated exclusively in terms of con- 
temporaneous money of account, and silver equivalents—clearly 
of derivative and secondary importance—are relegated to decennial 
averages. 

Like Tooke and Rogers, Beveridge has failed to construct 
either group or general index-numbers. But in his case the 
policy is deliberate. Recognition of the difficulty of satisfactorily 
weighting index-numbers extending over a period of six centuries, 
and the conviction that only relative movements of the prices of 
particular commodities are significant, account for the omission. 
The publication of price relatives without index-numbers of any 
description reflects a sharp reaction against the preoccupation of 
recent price historians with measuring and explaining changes 
in the value of money. 

Every one will agree that little can be learned by a direct 
comparison of prices centuries apart. Economists and historians 
are chiefly interested in price changes from year to year or decade 
to decade. But would it not have been feasible to construct and 
desirable to have index-numbers of important groups and of 
commodities in general covering periods of, say, twenty-five or 
fifty years? Little effort would have been required to make 
them, and little space to print them. The price tables and 
relatives would still be available to economic historians chiefly 
or solely interested in the relative price movements of particular 
commodities. 

Without index-numbers, can one even roughly measure the 
incidence of the debt burden incurred during the Napoleonic War 
or the course of real wages during the silver inflation in the reign 
of Elizabeth? Without them, would Silberling have known more 
than, say, Ricardo or Bosanquet about currency depreciation or 
been in a better position to appraise monetary policy during the 
Bank restriction period? The criticisms of index-numbers con- 
structed in the present statistical age are even more valid when 
applied to their use in historical price studies. But despite all 
their imperfections, index-numbers do offer definite advantages. 

Owing to the importance of agriculture, to a desire to bring 
the effects of good and bad crops into sharp relief, and to the fact 
that most of the sources run from Michaelmas to Michaelmas, 
Beveridge has followed Rogers in adopting a harvest year, by 
which he means a “ wheat-harvest” year. In view of the 
excellence of the available wheat series and of the outstanding 
work that Sir William is doing with them, there is much to be 
said for his adoption of a “‘ wheat-harvest ” year. But one must 














56 THE ECONOMIC JOURNAL [APRIL 


remember that a true harvest year is unattainable, for the harvests 
of other important commodities differed from the wheat harvest 
by several months. Furthermore, the adoption of a harvest 
year obstructs comparisons with the results of numerous price 
histories of other countries that run in terms of calendar years. 

With the exception of a short series from an ecclesiastical 
establishment at Durham in the Middle Ages (to appear in the 
following volume on the Manorial Era), the price data are con- 
fined to the area south and east of a line from the Bristol Channel 
to the Humber. The Midlands, the North, and the West, focal 
points of the Industrial Revolution, are not represented in the 
modern price tables; and particularly unfortunate is the lack of 
quotations for wool, the great staple that continuously agitated 
mercantilists, agriculturists, business men and statesmen. 

Whether the publication of price relatives is justifiable in this 
age of “ machine ” statistics is open to serious question. Will 
not most investigators prefer to compute relatives rather than to 
use those on a base not for their own convenience? Can one be 
sure that qualitative changes in commodities have not distorted 
to some extent price relatives extending over centuries ? 

Foreign readers will doubtless wish for a map of the area from 
which prices have been drawn; and there would have been 
obvious advantages in treating money, weights and measures in 
the first volume rather than the fourth. Was the gain of space 
from the use of decimals of shillings rather than pence in price 
tables sufficient to offset the extra labour of computation and the 
awkwardness of an artificial unit ? 

It seems that even short series of prices from such private 
account-books as Rogers used and as Unwin uncovered for the 
cotton industry might have served as valuable controls of the 
data taken from the records of schools, hospitals and Government 
departments. But the careful internal criticism and compari- 
son of price series for the same article from unconnected sources 
have probably eliminated errors resulting from corruption or 
inefficiency on the part of institutional purchasers. 

The failure to extract from the sources the quantities along 
with the prices paid is an exception to the usual carefulness of the 
statistical work. ‘‘ A small purchase may be as typical of market 
conditions as a large one” (p. xliii). But what happens when 
one averages a variable ratio of small and large purchases from 
year to year? For the computer to know the quantities pur- 
chased is obviously desirable. 

Price history written without elaborate notes on the quality 
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of each article and the circumstances in which it was bought pr 
sold would hardly be conceivable. But after using these data for 
their own guidance in elaborating their statistics and explaining 
their results, most price historians have given their readers what 
they regarded as significant, and either thrown the remainder in 
their waste-baskers or kept it in their files along with the pre- 
liminary drafts of their manuscripts. To give adequate informa- 
tion on materials and methods is commendable, but few readers 
will care to know, for example, that “‘ one entry [of bran] at) an 
abnormally high price in 1602 has been omitted” (p. 218){ or 
that “ a few exceptionally low prices round 1795 are also rejected 
as being probably for foreign wheat or otherwise not —a 
(p. 537). Such statements abound in the Series Notes. 

The price series derived from the Lord Steward’s accounts, 
which absorb about one-sixth of this study, may be useful to 
historians interested in the provisioning of the royal household ; 
but owing to the persistence for decades of identical annual 
prices for extremely sensitive commodities, economists and 
statisticians will hardly rely upon them as gauges of ame 
movements. | 

Thorold Rogers believed that “ there is no European country 

. except England, the archives of which could supply gatis- 
factory evidence of prices.” 1 But the Continent has supplied 
price data for the sixteenth, seventeenth and eighteenth centuries 
clearly superior to the series even now available for Enyland. 
The data that Sir William has located for the Middle Ages begin 
earlier than any ample and continuous series yet published for the 
Continent, and his belief that they are superior to the medieval 
material available for any other country included in the studies 
supported by the International Committee on Price History 
(p. li) is doubtless correct. But having made a preliminary survey 
of the material, I believe that decidedly more and better price 
data await an investigator in the incomparably rich medieval 
archives of Italy than the agrarian economy of England has 
provided. 

Sir William plans (pp. xxiv, lii) to isolate wheat prices and 
wages for treatment in Volume III. I hope this does not mean 
that he will estimate real wages in terms of wheat, a persistent 
error of leading British economists from Sir William Petty through 
Alfred Marshall. 

“ Prices and wages are the social phenomena most susceptible 
of objective statistical record over long periods of time.) They 


1 History of Agriculture and Prices in England, Vol. I (Oxford, 1866), p. v. 
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reflect and measure the influence of changes in population, in 
supply of precious metals, in industrial structure and agricultural 
methods, in trade and transport, in consumption and in the 
technical arts’”’ (p. xxi). “‘ Without price and wage history, 
economic history is incomplete ” (p. liv). Discriminating in the 
selection of material, painstaking in its elaboration and lucid in its 
description, Sir William has provided economists, historians and 
statisticians with one of the outstanding volumes on price history 
available for any country. Let us hope that Victory may soon 
release his fertile mind and facile pen for the completion of the 
remaining volumes of his monumental work, particularly the ones 
in which we may expect his “ broad results and interesting 
conclusions.” 
Ear. J. HAMILTON 
Duke University, 

Durham, North Carolina. 




















PROFESSOR RostTovTzEFFr’s HIstorRY OF THE 
HELLENISTIC WoRLD 


The Social and Economic History of the Hellenistic World. By 
M. RostovrzerF. 3vols. (Oxford: Clarendon Press. 1941. 
Pp. xxiv + 1779, with 112 plates and 11 figures/in the text. 
5 guineas.) 
THERE was @ considerable stir among scholars in 1920, when 
a Russian scholar, a Professor of Ancient History| in Imperial 
Petersburg, and now a refugee, proved in an article in the Journal 
of Egyptian Archaeology that there existed a planned economy in 
Ptolemaic Egypt, and that the decline and fall of this Hellenistic 
Empire was caused by its social and economic organisation. This 
now-famous article was the beginning in the West) of the most 
remarkable and successful reinterpretation of historical facts any 
living scholar has ever taken in hand. In many subsequent 
articles and books, which combined the most modern specialistic 
methods with the verve and broad views of a Gibbon, Mommsen 
or Max Weber, that same author proceeded to elucidate the 
problems of the decay of the Hellenistic World, and similarly 
those of the Roman Empire. So far as the Hellenistic period 
was concerned, he held that it was mainly interjal reasons of 
State organisation and class antagonism, rather than the Roman 
conquest of the Hellenistic East, that were the nin causes of 
the change from the powerful Hellenistic monarchies and city 
States to the system of provinces subject to an alien empire, and 
from a proud and enlightened individualism to the subservience 
of the despised Graeculi. He showed how a continuous struggle 
between upper and lower classes, together with wars which 
resulted in whole regions being sold into slavery, undermined the 
strength of the Greek motherland, and how the Empires of the 
Hellenistic East were unable to reconcile their oriental subjects 
with the new Greek upper class and administrative machine. 
Professor Rostovtzeff’s new book crowns and| concludes this 
research work. Eight chapters describe the political develop- 
ment of the Hellenistic Age, the ancient world in the fourth 
century B.c., Alexander and his successors, the balance of power 
during the third century B.c., the disintegration jof this balance 
and the Roman intervention, the Roman protectorate and the 
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Roman domination. A very important summary and epilogue 
surveys new features in the social and economic life of the 
Hellenistic World. It is characteristic of this book that its 
author has his critics continuously in mind and plays a better 
advocatus diaboli than many of his adversaries. He is anxious 
to point out where our sources are not sufficient to prove or 
disprove certain theories, and is perhaps over-cautious in using 
sources in oriental languages, because he cannot apply to them 
first-hand knowledge. 

In the first 900 pages the author purposely draws attention 
to all the points which seem to tell against his main conclusions. 
He shows how great the power of political resistance remained 
down to the period of the Mithridatic wars; how effectively 
Rome succeeded in weakening her enemies in the East; how 
prosperous many States of the Greek motherland remained in 
spite of class struggles, expulsion of whole political parties and 
enslavement of neighbouring communities. He discusses the 
(relatively small) sectors of economic life in Hellenistic Egypt, 
where the planned economy of the Ptolemaic state remained 
without influence or was weakened in the later centuries. He 
records faithfully the instances in which the administration of 
Hellenistic states was able to reconcile temporarily the oriental 
subjects. He is full of praise for the civilising influence of Hel- 
lenistic rulers in barbarian lands. A better description of the 
comparatively high standard of Hellenistic trade, money economy, 
craftsmanship and industry can nowhere be found. He gives 
special consideration to the economic improvement in certain 
regions during the second century B.c. which seems to contradict 
the general decline—for example, in Pergamon, Rhodes, the 
Phoenician towns, all regions which participated in the growing 
trade with Arabia, India and China, and perhaps certain parts 
of Peloponnesus. 

For more than half of the book one is led to suspect that the 
author has decided to abandon his earlier ideas and show himself 
his own most severe critic; but he then returns to his own earlier 
position with counter-strokes against his opponents which, after 
the events of the last few months, we may truly call “ Russian.” 
He paints the poverty and inefficiency which the later generations 
of Ptolemaic planned economy produced, and the economic 
decline of the Nile country connected with it. He shows how 
the hold of the Seleucids over their barbarian subjects weakened 
after the shock of conquest and Greek colonisation had expired. 
He describes how, after a period of comparatively humane methods 
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of warfare, the commercial advantage of selling defeated enemies 
into slavery was everywhere accepted at the end of the third 
century B.C., and imitated by the Romans, with disastrous social 
results. Some petty kings sold even their own peasants who had 
been in a traditional state of limited serfdom. 

Whether all this, apart from outside causes, was sufficient 
to account for the decline of Hellenism still remains doubtful. 
The author formulates his opinion very cautiously. He points 
out that the political, social and economic situation in the East 
almost provoked the catastrophe of Roman intervention, and 
that Rome’s domination was occasionally a blessing to this or 
that country; but he does not deny that the achievements of 
Hellenistic civilisation would have been greater without inter- 
vention from the West. 

All these achievements of the Hellenistic Age, and particularly 
its economic and technical improvements, are thoroughly sur- 
veyed, discussed, and illustrated by numerous plates, including 
many unpublished archzological objects mostly from American 
collections. It is a period full of technical inventions, of experi- 
ments in social organisation, in planned economy, in social reform 
and social revolution; we may congratulate ourselves that we 
have now a trustworthy guide, giving clearly the relevant sources 
and offering a just and critical survey wherever it differs from the 
conclusions of others. A scholarly life work has found here its 


fitting climax. 
F, M. HeicHELHEImM 
Cambridge. 














REVIEWS 


I. OrgeER REVIEWS OF Economic History 


The Wool Trade in English Medieval History, being the Ford 
Lectures {for 1939]. By Emrren Power. (London: Oxford 
University Press. 1941. Pp. viii + 128. 7s. 6d.) 


Tus is Eileen Power’s last word to economic, and other, 
historians. As lectures they were the greatest success. In book 
form they lack all learned apparatus, the evidence of years of close 
work. This the editor hopes to supply, for the inner ring, in a 
second edition when the world shall be at rest. For present 
purposes, and for all outer rings, the lack of apparatus is no 
defect. We can trust the lecturer and almost hear her voice. 

A reviewer can hardly do better than set down the principal 
opinions expressed and conclusions arrived at. ‘‘ The manu- 
facturing areas ”’—Flemish, Italian, and what not—‘ break the 
simple picture of medieval town economy ”’, and “ the pastoral 
areas break the equally simple picture of rural life.” Here in 
England, the “typical”? holding is an arable one: pastoral 
district holdings are different. The pastoral world is less seden- 
tary, freer, less manorial. Its unit is often not ‘“ the manor” 
but a group of “ manors ”’, or a broad area of sheep-rin like the 
Peak. 

The importance of the sheep goes very far back, and the 
shepherd had his special personal right at least as early as the 
Anglo-Saxon Rectitudines. We have heard most of desmesne 
flocks and monastic flocks; but peasant flocks are of impressive 
size even at the height of demesne farming in the thirteenth 
century ; later they become more impressive still (p. 31). Pasture- 
farming and its flocks grow side by side with arable farming, in 
the agrarian boom of, say, 1210-1310. “It is difficult to find 
signs of that wholesale substitution of pasture for arable farming 
which, according to textbooks, happened after the Black Death ” 
(p. 35). The evidence points, on the contrary, to “‘ a serious drop 
in sheep-farming.” A difficult and disputable calculation about 
wool and cloth points to a considerable decline in wool production 
between 1310-1 and 1447-8, and suggests a clip for 1481-2 still 
well below that of 1310-1 (p. 37). The causes assigned are war, 
war taxation and the hampering effects of the quasi-monopolistic 
policy of the Staple. 
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As demesne farming declines pasture is leased to individual 
tenants or to “ the whole homage.” Before 1400 the Duchy of 
Lancaster has let all its vast sheep-runs in the Peak, and else- 
where has let its pasture and sold the flocks to tenants. Its 
Wilts and Dorset demesnes are all farmed in 1443—flocks leased 
or sold. The fifteenth century is the day of the small man. 
** Whoever was enclosing in the last part of the century it was not 
the old landlord ”’ (p. 40). 

Sale of wool :—while demesne production flourishes sales are 
wholesale contracts, often with Italians who make cash advances, 
“really loans made on security of wool.”” Wool from the small 
men is kept distinct—collecta. Often the lord, especially the 
Cistercian, acts as middleman, and collects it. But there are, 
obviously, other middlemen. They are not mere agents of the 
Italians; they do agency, but also independent dealing and export- 
ing. They rise as direct demesne exploitation declines, to become 
the great ‘‘ woolmen ”’ of the fifteenth century and the perpendicu- 
lar churches. And the small growers to whom they are indis- 
pensable dislike them for their success. 

English exporters there were from the earliest times, though 
in the twelfth and thirteenth centuries they were overshadowed 
first by Flemings, next by Italians. Then the English prevail. 
In their great days in the late fourteenth and the fifteenth 
centuries the credit-giving is reversed—the woolman buys on 
credit, giving a bill for two-thirds of his purchase, a transferable, 
“ discountable ”’ bill. 

In the Lecture on the Taxation of Wool there is important 
constitutional matter, especially about the so-called “ estate of 
merchants,” really a gathering of wool-merchants. These, when 
taxed by the Edwards, pass on the tax by paying less for wool. 
This, lay and ecclesiastical magnates and knight of the shire all 
dislike. Hence their parliamentary collaboration. The “old 
and great custom ”’ gets the permanence and dignity of precedent ; 
but you fight higher rates, maliotes. If merchants acquiesce in 
extra levies, their unpopularity grows and the young parliament 
growls; then tries to secure control of the tax. 

But the wool-merchants who bargained with the Crown were 
not all the wool-merchants, only a small capitalistic group. 
Between them and the mass of woolmen appears the larger group 
which acquires the quasi-monopoly of the Staple, convenient 
agents of the Crown which likes a fixed trading place and this known 
organisation. But in the great days of the Staple—say 1360- 
1460—lItalians could still export direct to the “‘ Streits of Maroc ”’ ; 
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the growers could tolerate the quasi-monopoly of export because 
the home demand grew every decade with the growth of the native 
manufacture; and the woolman who was not a Stapler, or only a 
passive one, had his hands full with that demand. Wool was 
cheaper to the English clothier than to any foreigner, so it was 
exported more and more as cloth. The wool export circa 1310 
was 35,000 sacks: it was less than 8,000 by 1450. 

The last lecture will attract social historians most. We see 
the few, great, “‘ financier ’”’ merchants of the early “ Edwardian ” 
age, Englishmen of Italian merchant-prince pattern, like Laurence 
of Ludlow, who built Stokesay. They become noble or go down 
in financing their ruling house, as the Italians often went and the 
Fuggers after them. “‘ The great race of speculative financiers 
. . . petered out.”” They were succeeded by the smaller, very 
substantial, but essentially middle-class woolmen of the fifteenth 
century, who if they quit their wool became not peers or bank- 
rupts, but squires and begetters of squires. 

That is Eileen Power’s argument as I read it; and no one was 


ever harder to misunderstand. 
J. H. CLAPHAM 


King’s College, 
Cambridge. 


The English Government at Work, 1327-1366. Edited by J. F. 
Writarp and W. A. Morris. Vol. I. Central and Pre- 
rogative administration. (Cambridge, Mass.: Medieval 
Academy of America. 1940. Pp. xx + 467. $5.00.) 


THE purpose of this elaborate and well-printed contribution 
to English medieval history is to show in three volumes how the 
governmental instituticns of medizeval England worked during a 
more or less ‘normal’ decade. The editors were conscious that the 
choice of any series of years would be open to criticism, and that a 
decade which included a royal minority of over three years could 
not give a perfectly normal picture, but good reasons are put 
forward for the chronological choice that has been made. The 
untimely death of the original editor, Professor Willard, left Dr. 
Morris with the difficult task of the final stages of editorship and 
with the duty of writing the introductory chapter which should 
give coherence to the whole. This task he has completed with 
great skill, learning and conciseness, and without the rather 
extreme use of technicalities that makes some of the later pages 
heavy reading. 

The matters dealt with bristle with difficulties and uncer- 
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tainties, so that Dr. Morris has no easy task in condensing and 
co-ordinating the accounts of the royal prerogative, Parliament, 
the Council, the Chancery, the household and the seals. Parlia- 
ment, most of all, provides a main difficulty, and Dr. Morris’ 
chapter may be commended as best embodying in convenient and 
summary form the considerable amount of research that has been 
devoted to this subject in recent years. Professor Plucknett, 
who deals at large with Parliament, is very cautious. He takes a 
lawyer’s view of his subject, and gives a remarkably full and 
informative account of the composition and work of this body, 
discussing fully the not very considerable legislative activity of 
these years, and making much use of the Rotuli Parliamentorum 
Anglie hactenus Inediti. 

The task of dealing with the King’s Council was naturally 
entrusted to Professor J. F. Baldwin, who succeeds in combining 
an account of the nature and duties of the Council with a refreshing 
commentary on the political events of these years. He insists on 
the unity of the Council, on its occasional interchangeability with 
Parliament, and on its administrative success, particularly in 
dealing with the confusion left by the misdeeds of the Despencers. 
Clearly connected with the King’s Council is the Chancery, the 
chapter on which is entrusted to Professor Wilkinson of Toronto, 
who expounds its duties and methods, writs and warrants, power 
and personnel with skill, vigour and some repetition. He includes 
a good deal of scattered information about the early history of 
Equity which could with profit have been assembled in one section. 
Mr. J. H. Johnson writes convincingly and with a wealth of 
technicality about the wardrobe and the household, including an 
informative section on the household courts and explanations of 
the position of important household officers. This is followed by 
a similar chapter on the Queen’s household by Miss Hilda John- 
stone, who succeeds in combining much erudition with a most 
readable style. In some respects this is the most attractive 
chapter in the volume, with its discussion of the Queen’s finances, 
including the ‘‘ Queen’s gold,” its account of the daily work and 
ultimate prospects of the Queen’s clerks, its full comparison with 
the greater but similar machinery of administration employed by 
the King. 

A short chapter on diplomacy and the conduct of inter- 
national affairs during these years, carefully and adequately 
composed by Mr. Lucas, is followed by Professor Prince’s analysis 
of the army and navy, the conditions of service, theoretical and 


practical, recruitment, uniforms, provisioning and financing, with 
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a brief section on the navy at a time when the English king 
already had royal ships and admirals and formally claimed to be 
Lord of the English sea on every side. 

Somewhat abruptly the last chapter of the book, entrusted to 
Professor Nellie Neilson, turns to the forests. Not very much is 
added here to what is already in print on this subject; rather, 
there are indications that there is room for further research on 
this topic, especially into the nature and extent of the forest 
jurisdictions. There is a helpful list of forests, but the accom- 
panying maps are inadequate both in detail and in accuracy. 

There is no index, but one is promised when the three volumes 
are completed, which it is to be hoped will soon be the case. It is 
always difficult to assess a co-operative work, and doubly so when 
it is unfinished and when the war may have caused some rather 
hasty proof-reading, for the number of misprints is large, and we 
may hope for a substantial list of corrigenda in later volumes. 
Over the whole book lies the shadow of the late Professor Tout 
and his fellow-workers; there is so much administrative history 
here that some parts seem to have grown out of Chapters in the 
administrative history of medicval England. In some sense this 
book derives from Manchester, but there is much more in it than 
administrative history only—so much more that, with the later 
volumes, it will clearly provide a wonderfully complete analysis 
of a very representative and happily chosen decade in English 
history. 


Sheffield. 


G. R. Porrer 


Chartist Portraits. By G. D. H. Cots. (London: Macmillan. 
1941. Pp. 388. 145s.) 


THosr of us who lecture on economic history are always 
glad when we reach Chartism. We leave prices and commodities 
far behind and come face to face with individuals and move- 
ments. ‘The literature once was very meagre, but it is always 
growing. In 1939 Mr. David Williams gave us a sectional 
study of Welsh Chartism in his Life of John Frost. Now Mr. 
Cole gives us twelve portraits, representative of all aspects of 
the movement, of moral force Chartism and physical force 
Chartism, and of men whose interest in Chartism was incidental, 
such as J. R. Stephens the ranting preacher, Thomas Attwood 
the currency reformer, Richard Oastler the factory king, and 
John Fielden the radical master spinner and doughty opponent 
of the New Poor Law. The pure Chartists were a motley band, 
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with William Lovett at the head of one school and Fergus O’Connor 
at the head of the other. Each had his friends and followers, 
some of whom are admitted to the gallery—namely, Frost, 
Cooper, O’Brien, Harney and Ernest Jones. Finally a political 
friend of the middle class, Joseph Sturge, is well placed as Portrait 
Number Six, midway between the earlier figures, whose interest 
was as much social as political, and the later figures, to whom 
social reform was subordinate to demagogy and dreams of 
political rebellion. The portraits are drawn with sympathy and 
skill, and they are much more convincing than the generic picture 
of those malevolent full-gorged employers whom our author so 
greatly dislikes. 

Mr. Cole opens his Introductory Study with the sentence, 
“ Hunger and hatred—these were the forces that made Chartism 
a mass movement of the British working class.” The hatred 
was especially of the New Poor Law and the exploitation of 
women and children in factories. Therefore the interest in 
Chartism was as much economic as political. It is fascinating 
to see how the working classes swayed in their allegiance between 
political and economic remedies for their ills. At one time the 
emphasis was economic—trade unionism, co-operation, factory 
reform: at another time it was political, the Reform Bill, the 
Charter, freedom of speech. When one failed, they turned to 
the other, and then back again to the early love. Many of the 
Chartists were journalists, and this itself furnished a cause, 
because they had to fight for a free press. Being journalists, 
they wrote and orated easily; and much of the portraiture, in 
the case of the pure Chartists, is compounded of their spoken 
or written words. The Charter itself was drawn up by William 
Lovett at the outset of the campaign, and it cannot be said 
that the Chartists as a school built up a body of political philo- 
sophy, let alone a progressive political programme : they wanted 
their Charter as a means of relief from social distress, and if 
they had got it, they would hardly have known how to turn it 
to the desiredend. The only man who ever cashed in on Chartism 
was the future Prime Minister of England, who wrote Sybil, A 
Tale of Two Nations, in 1845 and passed the Reform Bill of 
1867. 

Though Mr. Cole does not labour the point, his studies are 
essentially studies in social psychology, of men as they do and 
think when they are under high emotion in a crowd. The 
Chartists were rarely in charge of Chartism, which was hurried 
along by the pressure of events. Nearly all of them were at 
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bottom peaceful men. Their petition was a sort of Peace Ballot. 
“Do you desire peace (a) by the use of economic sanctions and 
(b) by the use of military sanctions? ”’ These were their ulterior 
measures, and they were genuinely scared when they arrived 
within sight of having to apply either. However, the matter 
was usually settled for them by a period of imprisonment, from 
which they emerged to preach softer counsels. The man who 
rode the storm most successfully was Fergus O’Connor, the 
arch-opportunist; and, having given the Charter a run, he 
found no scruple in switching it to a land campaign—that is to 
say, in reverting to Robert Owen. 

Was Chartism a failure? In a literal sense yes, but it was a 
great thing to bring sectional interests to a single if tumultuous 
centre, and in this view Chartism was a valuable training ground 
for the Labour Party of a later generation. Mr. Cole rightly 
insists on the indigenous nature of Chartism. It was the people’s 
Magna Carta, which was to restore freedom to them as English- 
men and to remove the economic evils which afflicted English 
workers. They admired, indeed, the revolutions on the Con- 
tinent and were friendly to exiles, but they had little sense of 
the sweep of capitalistic development in Western Europe. None 
of them, not even their schoolmaster, Bronterre O’Brien, had it 
in him to produce anything of the stature of Karl Marx’s Kapital. 
Their emotions took charge of their intellect; and though they 
might hate, they hated individual persons and things, not the 
system itself. Mr. Cole’s last portrait, Ernest Jones, is of interest 
in that it shows how this, the last of the Chartists, who was 
born in Berlin in 1819 and died in Manchester in 1869, the per- 
sonal friend of Engels and Marx, had something of the Marxian 
mind. In him, if in any of the Chartists, we find a stepping- 
stone to Marxian socialism. 

Mr. Cole modestly describes his book as a by-activity in a 
time of war. But it is better than most of us could hope to 
produce in the leisure of peace, and I for one hope that by another 
by-activity he will give us in book form the new material on 
the Trade Unionism of the 1830’s and 1840’s, to which he alludes 
in the footnote to page 14. Meanwhile he throws down a chal- 
lenge. For, as he points out, there is an immensity of social 
history still to be written. Who will give us a Life of O’Connor, 
or a sectional study of Scottish Chartism, or, what I should 
value most of all, the full story of The Northern Star, expounding 
its technique and range of influence and fixing firmly its place 
in the history of popular journalism? The full bibliography 
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at the end of the book opens these and other avenues to our 
view. 
C. R. Fay 
Cambridge. 


Lord Liverpool and Liberal Toryism, 1820-1827. By W. R. 
Brock. (Cambridge: The University Press. 1941. Pp. 
298. 8s. 6d.) 


“LIBERAL Toryism” is a convenient label for that hybrid 
policy of the British Governments of the 1820’s. It was not a 
phrase used by contemporaries, but it does express the beliefs of 
Lord Liverpool and George Canning, which in so many ways 
violated the “‘ High Toryism”’ of the Duke of Wellington and 
Lord Eldon. It meant in economic policy the free-trade measures 
of Huskisson, and in foreign policy the support of popular nation- 
alist movements abroad. Its social basis was the new alliance 
of Tory parliamentary leaders like Liverpool and Canning with 
the growing commercial classes. The friction between the landed 
and commercial interests now cut across party lines. The period 
of the 1820’s saw, in Mr. Brock’s words, “‘ the virtual abandon- 
ment of the agriculturalists by the Government,” and Liverpool, 
speaking at Bristol in 1825, explained the success of his adminis- 
tration by the support given to it by “the great commercial 
interests of the country.”’ Lord Liverpool’s Ministry is one of 
the important but often-neglected interstices of history. The 
fabric of eighteenth-century England, the ancien régime, was 
crumbling under the impact of the Industrial Revolution and the 
after-effects of the great wars; but the new kind of State which 
was to be built up by the movements and legislation of the 
nineteenth century was still only on the horizon. It was the 
period of transition par excellence; and it was important that 
Britain had as her Prime Minister a man who himself combined 
so much of the best of the two eras. Mr. Brock’s little book 
does much to illuminate both the man and the period—both of 
which have remained in twilight too long. 

The son of Charles Jenkinson, who had been Lord North’s 
right-hand man and pre-eminent amongst the “ King’s Friends,” 
had a natural flair for the intricacies and technique of adminis- 
tration. He is an integral part of that long line of British states- 
men who constitute what may be called the “ administrative 
tradition ” in British politics. It is a line in which Walpole, 
Henry Pelham, Peel and Milner all have a place. If it is 
Toryism, it is the Toryism of Pope, a distrust of abstract prin- 
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ciple in politics and a belief that ‘‘ whate’er is best administered 
is best.’ Hard-headed and business-like, preferring efficiency to 
enthusiasm and prosperity to principle, it is a tradition responsible 
for much of the concrete material progress of Britain. Mr. Brock 
describes Liverpool as “‘ an administrator rather than a partisan,” 
and in one of his earliest speeches he remarked that to say that 
the rotten boroughs had brought into Parliament many hard- 
working administrators was a far better justification than the 
excuse that they had brought in a few brilliant young men. 
Such was the character of the man who alone could hold together 
a Cabinet comprising both Wellington and Canning, Eldon and 
Peel. Mr. Brock investigates in detail how Liverpool achieved 
this remarkable feat, and how, indeed, the very policy which 
resulted from it aptly corresponded to the needs of the time. 
It is a fascinating essay in the English genius for compromise, 
even at a time of profound division in public opinion. If it was 
not a “ reforming ”’ it was an “‘ improving ”’ Ministry. 

The political methods of the eighteenth century survived. 
The reconstruction of the Cabinet in 1821, so ably described by 
the author, shows the old “ connection ”’ politics still operating, 
and the old consideration for royal prejudices. Party organisa- 
tion still means timely dinner-parties (where Cabinet business is 
often settled beforehand) and week-end parties at the great 
country houses (where new party groupings are usually arranged). 
But public opinion, which Peel described as “that great com- 
pound of folly, weakness, prejudice, wrong feeling, right feeling, 
obstinacy and newspaper paragraphs,” had begun to influence 
administration. Canning was dubbed “ liberal ”—that ‘‘ odious 
but intelligible word ’—because, as Mr. Brock shows, he brought 
in popular opinion as this ally, both in the councils of England 
and in the councils of Europe. The nineteenth century was 
already being born, and its midwife was the Ministry of Lord 
Liverpool. Here is, at last, a stimulating and competent exam- 
ination of this Ministry, which no student of the early nineteenth 


century can afford to neglect. 
Davip THOMSON 
Sidney Sussex College, 


Cambridge. 


The Rebuilding of London. By T. F. Reppaway. (London: 
Jonathan Cape. 1940. Pp. 333. 18s.) 


OnE may read Mr. Reddaway’s book either as a tract for the 
times or as a contribution to economic and general history. I 

















1942] REDDAWAY : THE REBUILDING OF LONDON 71 


must plead guilty to having read it (as I suspect most economists 
will do) from the first-named angle, and must leave it to others 
more competent to appraise its merits as an addition to historical 
knowledge. As a tract for the times it is fascinating, and Mr. 
Reddaway, writing in 1939, before the outbreak of war, has 
nevertheless managed to deal with all, or nearly all, the problems 
which subsequent catastrophe has made urgent for our own 
generation. 

The problems of rebuilding divide broadly into two groups : 
first, the administrative problems of re-planning, of widening 
streets, of dealing with the Fleet Canal and the abortive Thames 
Quay; second, the financial and economic problems of com- 
pensation, of facilitating the raising of funds for rebuilding, and 
of control over prices of materials and labour. 

As regards the administrative problems, it is impossible not 
to be impressed with the success of the attempts made to pro- 
vide a simple, cheap, speedy, but yet equitable system of adjust- 
ing the various conflicting interests. And Mr. Reddaway makes 
it clear how numerous and how conflicting these were. It was 
not merely a matter of dealing with owner-occupiers or with 
landlords and tenants who paid rack-rents. Very many of the 
houses were let on beneficial leases, on which fines had been paid 
on entry; there were life-interests, reversions, interests of 
charities, family and marriage settlements, rights of minors, all 
to be adjusted. 

The responsibility for this was entrusted to the Fire Court, 
created by the first Rebuilding Act, passed some ten weeks after 
the fire. The Act provided that any three Judges of the Courts 
of the King’s Bench, Common Pleas and Exchequer could decide 
all differences. There was no appeal; they could use what 
methods they pleased; their procedure was simple; they were 
intolerant only of attempts at procrastination; the Judges 
themselves drew no fees, and a party who was not represented 
by Counsel was at no disadvantage. In fact the Court exercised 
its functions with infinite tact and great skill, and rearranged 
mutual obligations so as to preserve essential justice, but so as 
to enable whichever party was best able to find the funds to 
build to do so. In most cases of beneficial leases it was the 
tenant who actually rebuilt. 

But rebuilding had clearly to be carried out within a general 
scheme. The task of survey and of preparing a plan had been 
entrusted to a body of six commissioners, three nominated by the 
King (whose energy and interest are apparent throughout and 
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in strong contrast to the niggardly ineptitude of Parliament), 
and three by the City. The King’s nominees were Pratt, later 
architect of various well-known houses of the time; May, Pay- 
master of the Works and responsible for much of the rebuilding 
of the royal palaces during Charles’ reign; Wren, still com- 
paratively unknown and inexperienced, with only Pembroke 
chapel at Cambridge as yet to his credit. The City’s nominees 
were Hooke, later architect of the Pepys Library at Cambridge; 
Mills, the City Surveyor; Jerman, apparently an assistant of 
Mills. 

Mr. Reddaway’s book will, I am afraid, dispose of the legend 
of Wren’s mafnificent scheme, approved by King and Parlia- 
ment, but “unhappily defeated by factions’ in the City itself. 
It was, in truth, one of many schemes (Evelyn himself con- 
tributed one); it received no more, and no less, attention than 
the rest. It certainly never got so far as approval by King or 
Parliament. But that is not to say that there were no improve- 
ments. Street-widening was very general. More important, 
the whole method of house construction was changed, as solid, 
standardised, brick houses took the place of the flimsy and com- 
bustible timber buildings of the past. 

No one reading these passages in Mr. Reddaway’s book will 
find himself able to overlook the immensity of the tasks of 
detailed adjustment that we, in our attempts to tackle the same 
problem, have scarcely yet begun to discuss, and the imperative 
need for a cheap, just, and rapid procedure for dealing with 
individual problems, such as the Fire Court provided. And if 
more drastic redevelopment is intended than the City in its 
straitened circumstances then achieved, the problems of com- 
pensation will be so immense that their early settlement is 
necessary if they are not to hold up post-war building. 

Almost as interesting as his discussion of the administrative 
problems is Mr. Reddaway’s account of the economic problems. 
No understanding of the difficulties of rebuilding is possible, he 
shows, except against a background of the City’s financial em- 
barrassments, many of which were quite independent of the fire. 
The growth of the suburbs, the inability of the City to tax those 
outside its own narrow boundaries, however much they might 
be benefiting from its services, its already overpledged credit and 
unbalanced budget, all seriously impeded reconstruction in a 
world in which none of the familiar modern machinery of long-term 
debt and small sinking funds existed. At every stage the City was 
driven to be penny-wise; it could not afford compensation for 
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necessary amenities; it could with difficulty find the money, 
even after the grant of the coal dues, for its own civic buildings. 

There are not only these difficulties of the City’s own finances ; 
there are also the wider economic problems of materials and 
labour. Here, I suspect, most economists will be surprised 
almost to the extent of incredulity. The capital city of the 
country burnt down; 13,200 houses, 87 churches besides St. 
Paul’s, 44 halls of City Companies and almost all the official 
buildings gone. We should expect today to require a whole 
panoply of priorities and allocations and yet with difficulty stem 
an inflation. Yet Mr. Reddaway tells us that the rises in the 
prices of materials were relatively slight, and of wages hardly 
perceptible. Maximum prices were fixed by the Rebuilding 
Act; it is not very clear how these compared with those ruling 
before the fire, but Mr. Reddaway writes as if supplies of bricks, 
timber and other materials were readily forthcoming at little 
increase. The lack of any substantial increase of wages Mr. 
Reddaway attributes to the differences between London and 
country rates and the attraction of London, once restrictions on 
movement had been temporarily withdrawn. ‘To an economist, 
ignorant, I confess, of the full background of the period, these 
statements are most surprising. I think most of us had imagined 
that this unparalleled example of public works must have had 
appreciable repercussions on contemporary prices and prosperity. 
There are too many guesses, inferences and surmises and too few 
hard facts and figures in the pages in which Mr. Reddaway deals 
with this side of his problem for one to feel quite confident that 
we yet know the full story. Perhaps sometime Mr. Reddaway 
will increase our debt to him in this respect also. 

This is a book which no one with economic responsibilities 
for the planning of post-war Britain and for the rebuilding of 
its cities can afford not to read. I suspect that most will put it 
down, as I did, with a greatly enhanced respect for the adminis- 
trative capacities of our predecessors. 


; Austin ROBINSON 
Sidney Sussex College, 


Cambridge. 


Great Britain under Protection. By F. Bennam. (New York and 
London: Macmillan. 1941. Pp. xvi-+ 271. 10s. 6d.) 


Tuts will be an indispensable handbook for the study of the 
inter-war period of British economic history. It reviews all the 
sides of policy of which the effect was to give the home producer 
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some form of advantage. It is not therefore only concerned with 
the tariff, but also with monetary policy, subsidies, quotas, trade 
agreements, and preferences, while it mainly deals with the use 
of all these methods of promoting recovery after the depression of 
1931. Dr. Benham has also reviewed with discriminating judg- 
ment the previous free-trade period of our history. It is note- 
worthy that we gave up free trade in 1932, as we adopted it ninety 
years earlier, more as the escape from an emergency than because 
of argument on principles. There has, as he points out, been 
progress under both systems, because the forces of progress cannot 
be restrained by financial measures alone. Protection was, in 
fact, always waiting on the doormat for such an opportunity as 
was afforded in 1931, when, as was said in the debate, “‘ the stars 
in their courses fought for us, when for so long they had fought 
against us.”” The difference is now in the variety of its methods, 
especially in view of the simultaneous abandonment of the gold 
standard. The author admits that there has been recovery since 
1932, but does not think that the tariff was the important influence 
in creating it. That was, he thinks, the result of the building 
boom and the rearmament policy. But the former was condi- 
tioned by the fall in agricultural prices, so that agriculture bore 
the brunt of it. The chapter on the agricultural schemes is a 
valuable critical summary. In a special study of the iron and 
steel industries, allowance is made for the offset of the reorganisa- 
tion proposals, and for the effects on investment, as distinguished 
from employment. All over, the first years of recovery showed 
that “employment in protected industries fell by about 50,000; 
over the same period, employment in other industries increased 
by some 400,900.” Our position in international trade has, on 
the whole, been maintained at the cost of disadvantageous 
sacrifices. 

The longer period which would have been necessary for a 
completer judgment on our new economy has not been granted. 
No one can yet foresee whether after this war all the complex 
measures by which international trade is directed will be thrown 
into one pool of reconsideration, or if the mere ingenuity of these 
numerous measures will continue to commend them to national 
policies. No one will be more fitted to write the continuation of 


this volume than Dr. Benham. 
D. H. Macerecor 
All Souls College, 


Oxford. 
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The Spanish Guild Merchant: a History of the Consulado, 1250- 
1700. By R. 8. Sara. (Durham, North Carolina: Duke 
University Press. 1940. Pp. ix + 167. $2.50.) 

HERE, condensed into the pages indicated, is the result of a 
characteristically thorough bit of American work in all available 
printed sources and in about a dozen collections of Spanish 
archives. That a man who has been down so many mines should 
refine his ore into this small bulk is a thing as admirable as it is 
unusual. Indeed, one almost wishes that Professor Smith had 
given himself a little more space—say up to 200 pp.—for illustra- 
tive extracts and minor attractive irrelevancies of which he has 
evidently a good store. 

One has thought of the Consulado de Mar (for it is that which 
Professor Smith renders into Guild Merchant) mainly as a legal 
institution, a court of merchants. But his evutention, summarised 
in his conclusion (pp. 121-2), that it should be regarded as a variant 
of the Guild Merchant is thoroughly defensible. A Court it was. 
“ Except occasionally, in the formative stage, the Consulado was 
always a Court,” sometimes that and little else. But it usually 
came to be the court of a guild which had to defend shipping 
“ against piracy and reprisal ” and perform other functions. Yet 
as “‘ the convergence of the mercantile corporation and the con- 
sular court did not occur simultaneously in all places; nor did 
the process of evolution follow a uniform pattern” (p. 8), fre- 
quently the court administering law merchant is the centre of the 
picture. The Consulado was in origin maritime and Aragonese 
or Catalan; and when it was imitated elsewhere, after the fifteenth 
century, what merchants most desired was a court and its speedy 
decisions. “ All the Castilian Consulados were originally chartered 
as commercial courts” (p. 26) and were always much occupied 
with conflicts of jurisdiction with other types of court. 

Records are often very defective, and Professor Smith’s 
“nothing is known” before some rather late date—at Seville, 
1543 (p. 43)—is discouraging. Generalisation becomes impossible. 
He wisely gives most space to such full-grown and well-docu- 
mented Consulados as that of Barcelona, where guild activities 
were fully developed. The Consulado deals with trade protection, 
insurance, tariffs, taxes, trade-marks, harbours and the appoint- 
ment of consuls in the modern sense. Barcelona had a consul at 
Seville from 1284 (p. 57). 

In the North late-created Consulados at Burgos and Bilbao 
are at constant variance over the control and taxation of the 
trades in wool and iron. The Consulado and the Mesta are often 
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at strife, or one Consulado with another. Outside jurisdiction, 
they have many functions of the types found at Barcelona. Yet 
neither Bilbao nor Barcelona was given access to the trade of the 
New World. Spain was never a nation, as we understand it. 
(Is it yet?) Hence this very valuable study of the Consulado, 
its varieties and its spread, has a curiously international flavour. 

With the Seville guild (Universidad de los Cargadores, 
Comercio, or Consulado of Seville) of 1543 we move into the sphere 
of the Casa de Contratacién, the armadas and the flotas, and the 
asiento de negros. The guild stands for merchants’ interests 
against supposed interests of state; and like all the other Con- 
sulados (though the name then usually applied was Junta de 
Comercio) it was active and important down to the nineteenth 
century. 

On p. 112 is a charming addition to economic jargon, an 
‘entrepreneurial segment ”’ of a business group, It is com- 


mended to jargon lovers. 
J. H. CLAPHAM 
King’s College, 
Cambridge. 


Anglo-Dutch Commerce and Finance in the Eighteenth Century. 
By Cartes Witson. (Cambridge University Press. 1941. 
Pp. 235 -+- xviii. 8 plates. 15s.) 

Mr. WItson has written an original and stimulating book, in 
which students both of English and Dutch history should find 
much that is valuable. He has tapped rich sources of inform- 
ation, hitherto little known to English historians, in the records of 
the notaries public of Amsterdam, and the Archief Brants, a 
collection of the correspondence of Dutch merchants with foreign 
countries. These, together with some correspondence between 
the Duke of Newcastle and Anglo-Dutch financiers from the 
Additional MSS. of the British Museum, provide most of the 
original material. As Mr. Wilson tells us in his preface, he found 
in the Dutch archives far too much for any worker to handle 
alone in a reasonable time. Faced with the need for making 
selections, he has concerned himself only with the doings of a 
small group of powerful Dutch merchants and their English 
associates, all closely bound together by ties of blood and friend- 
ship. An added personal interest is thus given to the story. 

Mr. Wilson begins with a vivid account of the trade of Holland 
at the opening of the eighteenth century, when the Dutch handled 
most of the international commerce of Europe, largely on a com- 
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mission basis, and provided shipping, selling facilities and the 
machinery for making remittances. The trade of Holland with 
London and the West of England is examined in detail, and en- 
livened with a number of illustrations from the correspondence. 
As the century progressed, Dutch trade had to face growing 
difficulties; the nations of Europe were opening up direct com- 
mercial relations with one another and, at the same time, trying 
to stimulate home industry and cut down imports by means of 
tariffs and subsidies. Three of Holland’s chief exports to England, 
linen, sailcloth and paper, suffered heavily from this latter policy. 
Mr. Wilson shows that merchants who had made fortunes in trade 
began to restrict their commercial activities and reduce their 
working capital, putting their fortunes into foreign securities 
instead, and this is the link between the first and second parts of 
the book. 

This second part opens with a study of the growth of Euro- 
pean, and especially British, loans and of the technique of specu- 
lation on the Amsterdam Bourse, in which Mr. Wilson leads us 
gently but firmly through the intricacies of “‘ puts ’”’ and “ calls,” 
“contango”’ and “ backwardation.” British securities were 
early favourites both with the solid investor and the gambler, 
owing to their method of registration, the good credit of the 
British Government, and the growth of the attorney system, by 
which dealings could easily be carried on either in Amsterdam 
or London. The Dutch played a considerable, and on the whole 
profitable, part in the South Sea Bubble, but it was not until 
after 1730 that Dutch holdings of English funds became really 
large, a source of strength to the Government and of alarm to the 
economists and the opposition. Mr. Wilson illustrates his thesis 
that the increase in Dutch foreign investment coincided with the 
decline of their entrepot trade with the financial biography of one 
David Leeuw, who made a substantial fortune as a general mer- 
chant, and then, between 1719 and 1754, invested large sums in 
England. He does not attempt any estimate of the total amount 
of Dutch holdings, though he quotes several contemporary ones, 
all surprisingly high. Another point on which more information 
would have been welcome is the actual issue of Government loans ; 
Mr. Wilson makes several references to Anglo-Dutch financiers 
who acted as underwriters, but does not give details of any such 
transactions. 

The culmination of Dutch lending to England was during the 
Seven Years’ War, and the peace of 1763 brought a severe crisis 
in Amsterdam. This was followed by another in 1772, and 
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in 1780 the outbreak of war between the two countries virtually 
put an end to the proceedings. 

Mr. Wilson’s discussion of the effects of these financial dealings 
is reserved to a concluding chapter, and is less full than could 
have been wished. The effect on England was to keep up the 
price of stocks, and facilitate Government borrowing at a time 
when the technique of mobilising domestic resources for war was 
still in its infancy, and to ease the payment of foreign subsidies 
and the provisioning of armies abroad. In Holland, Mr. Wilson 
argues that the natural development of industry was retarded 
by the diversion of capital to foreign investment, but since he 
admits that the rate of interest in Holland remained notoriously 
low, this part of the argument is less convincing than the rest. 

EK. Victor Morecan 
University College of Swansea. 


France: A History of National Economics, 1789-1939. By 
S.B.CLtoveu. (New York: Scribner. 1939. Pp. ix + 498. 
$3.50.) 


“Wuat ails France today?” Dr. Clough asks the question 
in his Preface, and takes great pains to give a satisfying answer 
in his substantial and solidly constructed survey of French 
economic policy since 1789. Every serious student of French 
economic history should read the book. He may find the task 
somewhat laborious, for Dr. Clough’s style is workman-like 
rather than elegant; but the tedium of reading will be relieved 
by flashes of illumination as successive historical parallels with 
present-day problems present themselves. Dr. Clough’s observa- 
tion that the French Revolutionary War began “ partly as a 
class struggle . . .; partly as a political war, in that it aimed 
to make France respect international treaties; and partly as 
an economic war,” might serve without much distortion to 
describe the beginning of the present international conflict. 
His further comment that “the French Jacobins forgot their 
cosmopolitan mission when their own Revolution was endangered 
by foreign oppression’ may also find an echo in very recent 
events. Napoleon had no more respect than Hitler for the 
idea of neutrality in maritime warfare. “ Briefly, I will not 
hear of any neutral vessel,” he said. “There are no neutrals.” 

These historical parallels are not confined to the Revolu- 
tionary and Napoleonic periods. Dr. Clough’s description of 
French patriotism after 1870 might fairly be applied to the 
condition of Germany after 1933. ‘‘ France, which had been 
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the strongest power on the Continent, had suffered defeat. Love 
for the nation could not condone the acceptance of such a humilia- 
tion. . . . The French believed more firmly than ever . . . that 
France had a mission to lead all peoples in the onward march of 
mankind.” Parallels between the present war and the war of 
1914-19 are too numerous and too obvious to require elaboration ; 
Dr. Clough’s account of food control in France (pp. 274-7) may 
suffice as an example. 

It would be misleading, however, to imply that Dr. Clough’s 
work is chiefly interesting for the historical light which it throws 
on the economic problems of the present war. His book is a 
massive and scholarly account of the development and fluctuation 
of economic policy in France; it would have had permanent 
value even if Germany had not caused the peace of the world 
to be upset for the second time in our generation. The central 
theme of Dr. Clough’s work is the growth and intensification of 
French economic nationalism in the nineteenth century, with the 
intricate problems resulting from the manipulation of protective 
tariffs by opposing groups of vested interests. In general, Dr. 
Clough seems to be in favour of tariff protectionism, and to regard 
freedom of trade as an exploded fallacy of the classical economists. 
There are, indeed, some indications that he has not fully under- 
stood some of the doctrines of the economists, and that he is 
more of a historian than an economic theorist; for example, it 
seems doubtful whether he has fully grasped the doctrine of 
“comparative costs” in relation to international trade. On 
the other hand, he deals with economic facts objectively and 
impartially; and any reader who wishes to delve even more 
deeply into the evidence will find ample guidance in a magnificent 
series of bibliographical notes which take up about a quarter of 
the whole book. Even readers who are as biassed against tariff 
protectionism as Dr. Clough seems to be biassed in favour of it 
may yet agree with his general conclusion on the subject (p. 195) 
that “ tariffs may be much less significant in a nation’s economy 
than other forces, such as extension of credit, growth of markets, 
development of means of communication, technological improve- 
ments, discovery of new supplies of new materials, and favourable 
physical conditions.” 

There are some minor defects in Dr. Clough’s book which 
may be briefly stated without implying any hostile criticism of 
the work as a whole. The limitations of Dr. Clough’s literary 
style have already been mentioned. He has an unfortunate 
tendency to leave French terms untranslated or incompletely 
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translated in the middle of his English text. He seems to use 
the term “ economics ”’ very loosely, sometimes to mean economic 
theory, sometimes economic policy, sometimes economic develop- 
ment; occasionally it is hard to be certain which of these mean- 
ings should be attached to the term. A more general criticism 
might be that Dr. Clough has confined his researches too narrowly 
to France, and based his judgements too exclusively on French 
authorities. For example, he is not well informed about the 
English attitude towards the Eden treaty of 1786 (p. 27), and 
his account of Fascist and Corporativist tendencies in France 
(pp. 308 ff. e¢ al.) would surely have gained in significance if he 
had given more adequate references to parallel movements in 
neighbouring countries. 

These minor blemishes do not obscure the importance, com- 
petence, and impressiveness of Dr. Clough’s work. His book 
will almost certainly take rank as a standard work of reference 
for students and scholars; it should also prove useful to the 
statesmen of Europe and America when at long last they begin 
the task of reconstituting France in a happier and more peaceful 


world. 
ARTHUR REDFORD 


Manchester University. 


The Zollverein. By W. O. HenpERson. (Cambridge University 
Press. 1939. Pp. xvi + 375. 18s.) 

ProFressor J. H. CLAPHAM, in his editorial preface, has indi- 
cated with admirable compactness the scope and importance of 
Dr. Henderson’s book. There have been, as Professor Clapham 
says, detailed studies in English of various episodes in the history 
of the Zollverein; ‘‘ but we have no connected and fully docu- 
mented account of that history as a whole. This is what Mr. 
Henderson offers. The material available is almost overwhelming. 
It is not the least merit of Mr. Henderson’s study that an... 
unwieldy mass of German work has been mastered and put in 
order. German archives had already been pretty thoroughly 
ransacked by his German predecessors; but he has been able to 
make important contributions to the story of Zollverein—and 
anti-Zollverein—planning and diplomacy from the archives of 
Vienna and London. More useful still, he has placed the actors 
and actions of his story against a lightly but clearly drawn back- 
ground of nineteenth-century German agriculture, industry and 
commerce in evolution.” 

This is a true verdict. Little of importance needs to be added 
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by any subsequent reviewer; there are, however, some special 
merits of Dr. Henderson’s work which deserve mention, and 
some minor criticisms which may be tentatively suggested. The 
book is meticulously documented, and contains a most useful 
series of bibliographical notes which will guide the student into 
a whole world of specialised German scholarship hitherto neglected 
by most English economic historians. Readers who find it hard 
to visualise the territorial confusion from which Germany still 
suffered in the early nineteenth century will be grateful to Dr. 
Henderson for having provided thirteen good maps, small but 
clear. An especially praiseworthy feature of the book is that, 
with all its wealth of exact information, it is systematic and well 
proportioned. The central argument and the arrangement of 
the material remain clearly visible throughout ; this is particularly 
helpful since the subject abounds in intricate details which are 
not easily memorised. Many of the problems discussed (for 
example, questions relating to German coinages and systems of 
weights and measures) tax the mind even of the expert. Dr. 
Henderson deserves to be complimented for his patience in 
mastering such complicated problems and for the clarity with 
which he has analysed them for the student’s benefit. 

In general, the book is well written and has been well produced. 
The publishers might with advantage have been more generous 
in the reproduction of the maps; the index, though good, is not 
impeccable; there are some casual mis-spellings of German 
place-names (e.g. ‘‘ Oldenberg”’ for “‘ Oldenburg” on p. 6n., 
and ‘‘ Giesheim ” for “‘ Griesheim ” on p. 118), and some equally 
casual mistakes of date (e.g., “1796” for “1786” on p. 32.) A 
more general criticism might be that Dr. Henderson seems to 
look at the subject too consistently from the Prussian standpoint, 
and to rely too exclusively upon German sources, even in dis- 
cussing problems (such as international tariff questions) in which 
other European countries were directly involved. On such 
topics as the struggle between France and Germany in the ’forties 
for the commercial control of Belgium (pp. 163 ff.), or more 
generally on the commercial policy of France at that time (pp. 
174 ff.), the student might be well advised to compare Hender- 
son’s Zollverein with Clough’s France. Again, the authorities 
referred to for the history of the Franco-Prussian Commercial 
Treaty of 1862 (pp. 273 ff.) seem to be all German; surely one or 
two of them might have been French ? 

To some extent a pro-Prussian tendency is inherent in the 


subject. Dr. Henderson’s main theme is the progressive economic 
No. 205.—VOoL. LI. G 
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unification of Germany in the nineteenth century; Prussia is 
the ruthless but efficient unifying force, working patiently for 
the collective good of the whole Fatherland against the stupid 
obstructionism of many of the other German states. In his 
very sane and well-balanced concluding section (pp. 336-344) Dr. 
Henderson amply safeguards himself against any whole-hearted 
acceptance of the Prussian point of view; and it is quite possible 
that the distortion of perspective is in the mind of the war-time 
reader rather than in Dr. Henderson’s book. The Prussian 
bogy has now become the German monster. The process by 
which the smaller German states were absorbed into the Prussian 
Customs Union has something in common with the modern 
process whereby the smaller European states have been sub- 
ordinated to the Third Reich. The negotiations for the formation 
of a South German Customs Union (pp. 58 ff.) illustrate some of 
the difficulties which modern advocates of federal union must 
face. There is a dismally prophetic sound about Delbriick’s 
statement (pp. 236-237) on the tariff negotiations of the Zollverein 
in the ’fifties: ‘“ under the influence of the stern struggle which 
had only recently terminated . . . some of the Governments were 
more than ever determined to follow their own aims ruthlessly and 
to agree to measures which would benefit everyone, or would 
satisfy their neighbours, only in return for concessions regarding 
their own particular interests.” So early as 1833 the Lords of 
the Committee of the Privy Council for Trade “ observed with 
regret the perseverance of the Prussian Government and the 
success which has attended its endeavours to establish and extend 
a system, the manifest object of which is that of combining 
commercial monopoly with political aggrandisement.’ It is 
perhaps permissible to give a wider application to their Lord- 
ships’ hope “ that a combination founded upon false principles, 
and under which the natural advantages of every other party 
must be sacrificed to the selfish views of Prussia, cannot long be 


effectively sustained.” 
ARTHUR REDFORD 


Manchester University. 


Minutes of Council, Northern Department of Rupert Land, 1821-31. 
Edited by R. Harvey FLemine, with an introduction by 
H. A. Innis. General Editor, E. E. Ricu. (Published by 
The Champlain Society for the Hudson’s Bay Record 
Society. 1940.) 


Tuts sumptuous volume of Hudson Bay records, with sil- 
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houettes in the frontispiece of Nicholas Garry and other members 
of the Committee, covers the years from August 1821 to June 
1831. There are also important appendices containing letters 
from the Governor and Committee of the Hudson’s Bay Company 
to their officers in Canada, reports by George Simpson, and selected 
correspondence between officials. 

The minutes of Council here transcribed contain a mass of 
detail concerned largely with appointments, trade instructions, 
arrangements for provisioning of the factories and the like; and 
it is only rarely that one meets with items of distinctive interest. 
But among the latter are on p. 25 a reference to private trade, 
which calls to mind the East India Company: ‘“ 102. That the 
practice of permitting favourite Servants to trade Provisions, 
Leather &c. be from hence forward discontinued, and that no 
bargain of any kind be permitted with Indians, not even under 
the cloak of presents, under the penalty for every such offence of 
300 Livres ’’; and on p. 21 a reference to the dispatch of wheat 
not from but to the Red River Colony: ‘‘ 62. That the Governor 
of the Red River Colony be charged 15s. Sterling p. Bushel, 
for 40 Bushels of wheat received from Bas de la Riviere and 
delivered in March 1822.” There are also interesting memoranda 
on the education of the Indians and their attendance at Divine 
service—e.g., p. 60. But these details would not fix themselves 
on the mind of one who had no previous knowledge of the Com- 
pany’s status and method of operation. Hence the importance 
of the lengthy introduction by Professor Innis, divided into 
sections as follows: ‘‘ Reorganisation 1821/25: Consolidation 
1826/31, George Simpson, Governor of the Northern and Southern 
Departments : Conclusion, in which Professor Innis restates some 
of the general points which he has developed in detail in his 
several books on the Fur Trade of Canada. The importance of 
the initial year 1821 lies in the fact that the Hudson’s Bay Com- 
pany in that year absorbed the North West Company; and this 
gives Mr. Innis opportunity for observations such as the follow- 
ing. ‘‘ Successive groups were able to command favourable terms 
on absorption, and to participate in substantial gains from re- 
established monopoly control and from the extension to new 
territory, supported by a larger personnel ’’—p. Ixxv. Justice is 
also done to the difficult task which faced Governor Simpson. 
“It was a superhuman task to convert traders and Indians, trained 
in the field of intense competition to exhaust the furs, to a system 
of monopoly trade which could gain by conservation ”—p. Ixxvi. 
In view of the erudition of the introduction, it is somewhat sur- 
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prising to find a citation to the Wealth of Nations bearing the 
reference ‘‘ New York 1937.” Surely one may plead for one of 
two things, a reference either to the original edition with Adam 
Smith’s own subdivisions, or to the standard edition by Edwin 
Cannan (P. S. King). 

From the footnotes in the introduction and main text it is 
clear that all students of the subject should equip themselves 
with Frederick Merk’s Fur Trade and Empire, 1931. Mr. Harvey 
Fleming’s editing consists of short explanatory notes, and so far 
as I can judge, it is well done. As one glances through the lists 
of names, the McKenzies, McDonalds, McGillivrays, etc., the over- 
whelming contribution of Scotland to the fortunes of Canada is 
patent. It would be of interest to analyse the names, grouping 
them by clan and occupation; for seldom can so much have been 
done by so few. The book is beautifully printed, and one must 
hope that the war will not seriously interrupt the continuation of 


the series. 
C. R. Fay 


Cambridge. 


Modern India and the West: A Study of the Interaction of their 
Civilisations. Edited by L. 8. 8. O’Mattey, C.I.E., with a 
Foreword by the Lorp Meston, K.C.8.1., L1.D. (Humphrey 
Milford: Oxford University Press. Published under the 
auspices of the Royal Institute of International Affairs. 
1941. Pp. 834. 36s.) 


As Mr. Robinson reminds us in the concluding chapter of his 
Monopoly, when we have done our economics, we have still to 
relate them to ethical, political and religious tenets. In Modern 
India and the West this combination is attempted within the 
framework of relevant history. Nearly all of us in our day have 
struggled with an essay on East and West. How lucky we 
should have thought ourselves if this book had been available to 
us! The editor (or, as we now unhappily must write, the late 
editor) is himself the main contributor. He opens with two 
chapters of historical background, of India during and after the 
establishment of British rule, in which he directs us to the main 
idea—the effort of a Western Power to occupy the place held by 
the Mogul dynasty from Akbar to Aurangzeb, as that dynasty 
collapsed and as India, under the ravages of the Maratha and 
other wars, fell into chaos and misery. On no reading was 
England to blame for the chaos. Then come chapters by specialists 
on law, religion, literature, culture, primitive tribes and women. 
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The editor contributes a chapter on “ The Hindu Social System,” 
which is an admirable simplification of a complicated theme and 
is the social counterpart of the religious emphasis of the previous 
chapter, “ Hinduism and the West.” Economics is represented 
by two chapters, one by the editor, on “ Mechanism and Trans- 
port,” from which I cull the sentence, “ It is owing to the railways 
that India has passed from a simple agricultural state to one in 
which organised industries have their part in economic life ” 
(p. 240); the other by Mrs. Anstey, on “‘ Economic Develop- 
ment,” with the following sub-headings: ‘‘ Economic Reactions,” 
‘Main Periods of Economic Development,” “‘ Population Move- 
ments,” “‘The Land and the Peasants,” ‘“‘ General Trend of 
Economic Development,” ‘‘ Economic Results of the Interaction 
between West and East.” 

The last 250 pages are again by the editor. In a “ General 
Survey ” he goes over the ground covered by himself and his 
team of specialists, not merely summarising it but synthesising 
it and working up to a scrupulously impartial statement of 
modern political controversies and aspirations, which he puts into 
a historical frame with conspicuous success. While the verdict 
is not unfavourable to England, her shortcomings are not blinked ; 
the approach is broad; the documentation is full; and at least 
we know what British administrators tried to do and what 
contemporary Indians allowed that they did. Only in the 
occasional references to communism and Russia are there traces 
of intellectual nerves (such as most of us have exhibited in our 
time). _ Intensely serious in his approach, Mr. O’Malley, of 
course, cannot resist touches of humour, as in the footnote 
(p. 366 n. 2): “‘ When the first game of football was played in 
Kashmir, there was general consternation when the ball struck a 
player in the face. The game was stopped and the player purified 
by bathing, but after this the game was resumed and there were 
no more interruptions.” And on p. 626 under “The Rule of 
Law ”’ (!) there is reference to a lawsuit of 1938 arising out of a 
disputed goal. But as we laugh, let us not forget that the 
Indians were the Olympic champions at hockey. In sport, as in 
work, the ancient and modern jostle one another. In India, as 
perhaps nowhere else, we are in all the centuries together. 

I found this book exceptionably readable, because in it 
scholars are trying to tell us the essential things in simple lan- 
guage with a central theme in view—the interaction of East and 
West. There are inevitably gaps and repetitions. Currency, 
finance, business management and foreign trade receive only 
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incidental treatment. Land revenue, on the other hand, is 
treated three times: first and most fully in the historico-legal 
sketch of the late Sir Benjamin Lindsay; secondly by Mrs. 
Anstey as a feature in the economic scene; thirdly by the editor, 
with emphasis on the rdle which the periodic settlement has 
played in the administrative life of the civil servant. Each 
treatment, however, brings out new points. Conversely trans- 
port (presumably because there is no good history of transport) 
and industrial organisation (no doubt from lack of space) suffer 
from the slightness of the treatment. We miss in particular the 
chapter that D. H. Buchanan would have written on ‘“ The 
Development of Capitalist Enterprise.” This lack of balance, 
when not due to war-time difficulties, is due perhaps to the 
failure to ask whether what Adam Smith said of the West is not 
true also of the East—namely, that the commerce and manu- 
factures of the cities, instead of being the effect, have been the 
cause and occasion of the improvement and cultivation of the 
country. The civil servant, like the missionary, is in danger of 
making too much of his peasant flock. 

There is also another and more serious gap from the general 
point of view; and that is a consideration of the réle of the 
frontier and of the martial peoples of India. The Pax Britannica 
brought blessings, but was it not through its de-militarisation of 
nine-tenths of India a danger to the future of India? The 
studious softness of English admonitions encourages the Indian 
Congress to behave as a baby whom its guardian will protect 
against violence from without. But can it be supposed that the 
martial peoples of India will consent to be ruled by the clap-trap 
of Congress? This issue is of infinite importance to-day now 
that the aggression of Japan (which early nationalists saluted as a 
mark of Asia’s renaissance in the Russo-Japanese War of the 
1900’s) is directed towards the East Indies, so that the crucial 
frontier has been switched for the first time in recorded history from 
the north-west, where Afghans and Russians live, to the north- 
east, towards which Japan is pressing. The Indian Army is 
barely mentioned in this book. Can the old military virtues of 
the sepoy be re-created? Will India provide and use her own 
munitions? Or is Gandhi the last word? This much more 
than the conflict between Muslim and Hindu, or between Indian 
and European, seems to me the pressing problem of the present 
and near future. Military resistance depends ultimately on civil 
morale? Where is this morale the strongest? A consideration 
of this might shed new light on the value to India of the 
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Indian States and of the plantation economy of South India and 
Assam. 


C. R. Fay 
Cambridge. 


A History of South Africa—Social and Economic. By C. W. 
Der Krewret. (Oxford. 1941. Pp. 292. 15s.) 


Tuts book consolidates for the general student much that is 
to be found in larger volumes, such as The Cambridge History of 
the British Empire, Lord Hailey’s African Survey and in par- 
ticular 8. H. Frankel’s Capital Investment in South Africa. It is 
called a Social and Economic History, but it is more than that, 
for it gives to politics, imperial as well as local, their fair share 
in the story, and the result is a balanced picture of equal value 
to the economist and politician. For, as the author heads 
Chapter VIII quoting from Arthur Young, ‘“ There are subjects 
that never will be understood from the speculations of the mere 
farmer, or the mere politician; they demand a mixture of both.” 
This duality runs through the book, which is written with liberal 
insight and expressed frequently in lively epigram. Thus, 
“South Africa has advanced politically by disasters and econo- 
mically by windfalls ’’; and again (characterising the attitude of 
the Boers on the eve of the South African war), ‘‘ Because they 
had little art, less architecture, and no literature, they depended 
upon their farms, their Bibles, and their blood to set them off 
sharply against the native and the outlander.” It was clearly 
no easy task to combine economic and political considerations so 
happily, but the author was much assisted by his deep knowledge 
of developments in other countries, notably in the United States, 
where he now lives. He takes over the technique of the frontier 
and applies it to the South African scene, first to the literal 
frontier of the Trek Boers, then to the points of contact and 
conflict between white man and black, and finally to the frontier 
of investment in the diamond and gold fields. ‘“‘ It was Kim- 
berley that introduced the Industrial Revolution to South Africa,” 
and here he makes a characteristic point, which is clear enough 
when stated but easily missed. Why was it that South Africa, 
hitherto valued as a port of call to East India, was not prostrated 
by the opening of the Suez Canal in 1869? The answer, of 
course, is Kimberley and the Rand. The further consequence of 
the Suez to South Africa was that it brought Great Britain into 
Egypt, and thus provided the northern base of Cecil Rhodes’s 
dream of a railway from the Cape to Cairo. 
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Chapter VII, which deals with gold-mining, I found the most 
interesting in the book; for it gives just the amount of technical 
matter that the historian requires, and it emphasises the signifi- 
cant points of a marvellous evolution. Emphasis is laid on the 
nature of the ore—‘ Rich ores are actually rare. The problem 
of mining, ever since the discovery of the Witwatersrand, has not 
been to find the rich ore but to make the poor ore pay ”’; on the 
sequence of development, technical and organisational, the im- 
portance of the cyanide process and of the group system of 
control; and, above all, on the indispensability of a steadily 
growing native labour supply. For, as he truly says, “ In spite 
of its great native population South Africa has always suffered 
paradoxically from an insufficiency of native labour.” But 
South Africa’s mining labour is different from the plantation 
labour of the tropics in one vital respect. Not only are the 
managers and owners European, but also the skilled labour, so 
that the conflict between owner and employee is much less acute 
than that between skilled white and unskilled black labour. 
Not that the conflict is overt, for it is too serious to be allowed 
much open expression, but the legislation and labour policy of 
South Africa since the Union have been directed to safeguarding 
the status of the white worker at the expense of the black. 
English mechanics and Boers of the Veld were in agreement on 
this point. The three final chapters, ‘‘ Poor Whites and Poor 
Blacks,”’ “‘ Civilised Labour,” ‘‘ The Regulation of Industry,” 
develop the topic. On pages 246 and 247 are some interesting 
figures showing the relations in respect of numbers and income 
between white and black, and comparing South Africa’s labour 
force with that of other Dominions. 

Economic historians will welcome this scholarly and balanced 
survey of South African history, and will re-read with new 
interest the details of larger volumes in which without some 
guiding thread it is all too easy to miss the heart of the matter. 

C. R. Fay 
Cambridge. 


The Industrialisation of Japan and Manchukuo, 1930-1940 : 
Population, Raw Materials and Industry. Edited by E. B. 
ScHUMPETER. (New York: The Macmillan Company. 1940. 
Pp. xxviii + 944. 37s. 6d.) 

Tuts is a work of a co-operative scholarship by three Americans 


E. B. Schumpeter, E. F. Penrose, M. 8S. Gordon—and one 
Englishman—G. C. Allen. It is clearly based on first-hand 
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knowledge, and is so full that it is rather a work of reference 
than a single book. Of course, it would be much more interest- 
ing if some part of it at any rate had been written by a Japanese ; 
and it is a great handicap that there are no maps. On page 390 
the recent change of place-names by the Government is given 
as one reason why maps could not be included in the volume, 
but surely sketch maps could have been given, which would 
indicate at least the main features of the areas under examina- 
tion and, in view of the great part played by railways on the 
continental mainland, the main railway communications. In 
the absence of such helps one is lost in a maze of unfamiliar 
names. 

The range of the book is as follows: a survey of population 
and raw materials, agricultural, sylvan and mineral; a similar 
survey for the Japanese Empire outside Japan proper—namely, 
for Formosa, Korea and Manchukuo; Professor Allen’s section 
on Japanese industry, its organisation and development to 1937, 
to which the editor appends a conclusion; Japan’s balance of 
international payments, 1904-1931. The most useful single 
page, however, is the Glossary of Japanese Terms and Phrases 
on page 297. While the method of each contributor is mainly 
statistical and descriptive, general thoughts are presented from 
time to time. Their purpose is to show the strength of Japanese 
industrialism and the stimulus which the action of other Powers 
has given to it. Thus we read on page 366, “ The withdrawal 
of Japan from the League of Nations, the termination of the 
Naval Treaty, the attempt to impose economic sanctions on 
Italy, the great increase of Russia’s military strength in the Far 
East, and ever-increasing restrictions on world trade (often 
directed against Japanese exports) led inevitably to the con- 
viction that Japan must make herself less dependent on outside 
sources for both strategic and economic reasons. Wherever the 
initial responsibility for this chain of events may lie, the fact 
remains that Japan is now attempting to find her raw materials 
within the Yen Bloc or in Asiatic countries outside the Yen 
Bloc, readily accessible by water.” But none of the writers 
considers whether Japan herself has any duties to the population 
of Asia except to conquer them after what are called ‘ Incidents ’ 
and to harness them to the yoke of her own industrial success. 
Japan has achieved phenomenal industrial success by a com- 
bination of factors—industry and brains, national solidarity and 
an amazing fertility in finding substitutes for anything that she 
lacks herself in part by colonial conquest and in part by technical 
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research. Though the State does not do everything, the State 
is in such strong control that the momentum of the national 
effort is maximised. Japan is a sort of twentieth-century Sparta 
with a belief in mechanisation to boot. 

Two sections I found of special interest, the first that which 
deals with the parallel growth of population and food supply. 
It is obvious that by the aid of colonial expansion and improved 
technique a rise in the standard of life is in progress in spite of 
the heavy commitments in war. Japan’s arable area is small, 
but the ample rainfall permits of double cropping, and around 
her are waters rich in fish, which supply the staple meat of the 
population. Secondly, Mr. Allen’s chapters on industrial organ- 
isation show the extraordinary part played by the Zaibatsu—.e., 
the financial houses of Mitsui, Mitsubishi, Sumitomo, Yasuda, 
etc. The older houses are mainly family concerns, the newer 
are more concerned with colonial development and are com- 
panies with a large body of shareholders. They take part in a 
vast series of enterprises. Normally the central establishment 
is a financial unit, operating banking and insurance. Through 
this financial centre it extends forwards and backwards to dis- 
tribution, shipping, mining and manufacture. It is a sort of 
multiple Unilever. ‘The ramifications of Mitsui Gomei are shown 
graphically in a diagram on page 638. It would be interesting 
to compare this structure with the managing agency system of 
India, and the comparison would probably be greatly to the 
disadvantage of the latter. 

The moral of this book for the West is twofold : (1) Economic 
sanctions recoil on those who impose them long before they 
hurt those on whom they are imposed; (2) Japan’s war effort 
is not dependent on anything which America and Europe supply. 
In ten years her progress in the heavy metal and chemical 
industries has been sufficient in view of her colonial mainland 
possessions to make her independent. She would miss oil, but 
if it is not sent from the United States or Mexico, it might be 
seized from Netherlands Indies. The authors of this book might 
perhaps have made it more clear that they are writing through- 
out of a State at war (actual or intended). In Japan, when 
finance ministers fail to please, the army assassinates them. This 
is barbarism, and it is a pity that the authors do not at some 


point say so. 
C. R. Fay 
Cambridge. 
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Soviet Russia. By E. Strauss. (London: Lane. 1941. Pp. 
342. 12s. 6d.) 


TuIs is an economic, and to a less extent a political, history 
of the U.S.S.R. from the Revolution down to the outbreak of the 
war with Hitler. The author draws almost entirely upon second- 
ary sources, referring with rare exceptions only to material that 
has already been published in English or German. This reduces 
the value of the book, particularly for the earlier part of the 
period covered. The Soviet story from the beginning of Bolshevik 
rule down to the second and third plans has now often been told, 
and well told, from many angles. There are, it is true, still 
many obscure passages and chapters; but light will only be 
thrown on these by study of the contemporary Russian records, 
not by drawing afresh upon the existing histories. 

The value of Mr. Strauss’ presentation is also somewhat 
impaired by the fact that he inclines (not indeed alone !) to think 
overmuch in terms of preconceived political categories which do 
not always have any very precise relation to living realities. 
For instance, he is at pains to show that as early as 1920 the 
Soviet State had ceased to be an “instrument of the working 
class ’’ and demanded “ the subordination of the workers to the 
Soviet government.” But he skates lightly over the profound 
issue (so conveniently obscured in Communist parlance by phrases 
like “‘ the dictatorship of the proletariat’) of the grounds on 
which a State may earn the title of ‘‘ instrument of the working ” 
(or any other) “class.” If the members of the class in question 
are not permitted freely to express their own opinions on the 
subject, there can, of course, be no objective test. It is just a 
matter where everybody must make up his own mind how far 
the State does, or does not, act in the interest of the class which 
it professes to represent. 

The more recent history has not been so generally made 
accessible to English readers, and the latter parts of Mr. Strauss’ 
book will therefore probably be found the most widely useful. 
He gives due weight to the astonishing economic and technical 
achievements of the later plans; but the main burden of his 
story is the emergence of a skilled aristocracy of labour and the 
increasing strength of the ever-growing bureaucracy (as to the 
size of which some remarkable figures are quoted). He holds 
that the differentiation of wages is now based on social position 
as well as upon differences in the productivity workers of greater 
or less degrees of skill; and that the Stakhanovite movement has 
served to sharpen and to widen this kind of social stratification. His 
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final conclusions as to the lengths to which this process has been 
carried are indeed very extreme. ‘“ The Soviet State,’ we read, 
‘protects a system where the relative comfort of a small minority 
is bought at the price of continued exploitation of the majority 
of common workers’; and “ It is probably a safe estimate that 
the workers of Soviet Russia are at present further removed 
from reaching a socialist order of society than the workers of 
Fascist countries would be after the breakdown of a Fascist 
regime.” At the same time it is admitted in a postscript 
that “ the peoples of the Soviet Union are fighting for their lives 
and for the preservation of achievements which are, in spite of 
all, worth fighting and dying for.” 
BarBaRA Wootton 

London. 

















II. GENERAL EcoNomIcs 


Reconstruction and the Land. By Sm Dante, Hatt. (London: 
Macmillan. 1941. Pp. xi + 286. 12s. 6d.) 


TWENTY years ago Sir Daniel Hall wrote a book on the future 
of farming in which he urged the need for larger farms to take 
advantage of the new machinery then coming into being. To 
obtain the large amounts of capital needed, and to carry through 
the reorganisation of agricultural methods, State help was neces- 
sary, which could be given freely only if the State reaped the 
benefits by purchasing the land. Sir Daniel now returns to the 
same subject, and, in the light of his intervening experience, 
deals also with the administrative problems which would be 
raised by the reforms he advocates. 

The book now under review begins with a summary of the 
history of British agriculture, from the story of the manor and 
open-field subsistence husbandry, by way of enclosure and money- 
farming, to the Marketing Acts and the latest policy of protection 
and subsidies. Next comes an excellent account of the structure 
and present state of British agriculture, with full data of the size 
of holdings, the number of farmers, the gradual decrease in land- 
lords’ legal control and the consequent lessened power of ejecting 
bad farmers, and figures for the rental and price of British land ; 
then the gross and net agricultural output of the country, with a 
comparison of the returns from the best and worst farms. It is 
remarkable that in East Anglia Dr. Carslaw finds that groups of 
farmers below the average in age are more successful than those 
above the average, probably because they are more willing to 
adopt new methods. 

The drift of men from country to town, which has been going 
on for long periods of time, is due to several causes: till lately 
discrepancy in wages, always fewer social amenities, and bad and 
too few cottages. As regards cottages, Sir Daniel might well 
have considered the effect of low rents. The 3s. a week—the 
maximum allowed till recently for a cottage tied to a farm—set 
a standard far below the economic rent which would enable an 
owner to improve his cottages or build new ones. It is lament- 
able that the recent large rise in minimum wages was not accom- 
panied by increases in rent to an economic level. The objections 
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raised by the labourers’ unions even to the inadequate increases 
now allowed seems a mistaken policy—it tends to prevent im- 
provements in old cottages and the building of new ones. 

Between 1872 and 1938, while men were leaving the land, 
the amount of arable land shrank by 3-8 million acres. It should 
be said, however, that conversion to dairying does not mean the 
decrease in labour which accompanies the conversion of arable 
to grazing or rough pastures. But, even if there were no loss of 
arable, the development of machinery increases the output per 
man and diminishes the number of men necessary. 

Sir Daniel Hall devotes a chapter to small holdings—the 
panacea for agricultural depression and general: unemployment 
beloved by the urban reformer. While family farms succeed 
where the right men get the right land for special crops or stock, 
they cannot compete with large farms in the growing of staple 
products, helped by modern machinery. He says: “The real 
assets of the small grower are little more than his long working 
hours and the help of his family.” He might perhaps have 
mentioned the experience gained in the management of small- 
holding groups by the Land Settlement Associations, founded to 
meet unemployment chiefly among miners, but now mostly con- 
verted into more normal holdings. But in spite of all efforts 
made by local and other authorities, the number of small hold- 
ings in the country decreased from 203,000 to 164,000 between 
1870 and 1938. 

In summarising his conclusions, Sir Daniel says that “ the 
farming structure has grown out of date and requires recon- 
struction to meet the needs of the new farming with its enlarged 
powers and resources.’”’ The present landowners, he believes, 
cannot carry out the necessary reconditioning, which often needs 
work involving more than one estate. Hence the nation is the 
only agency that can cope with the problem. But to do so, and 
get repaid for its expenditure, the State must become the owner 
of all agricultural land. 

There is no need to embark on a complex and difficult 
valuation—a valuation already exists in the Schedule A assess- 
ment for income tax. This can be capitalised on a basis depend- 
ing on the value of money at the time, and the land paid for in a 
long-dated Government security. 

Sir Daniel Hall would have the nationalised land held and 
administered by the Commissioners of Crown Lands, and blocks 
of it leased to an Agricultural Development Corporation, which 
would carry out the re-apportioning of fields and farms, draining 
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and other improvements, and then either farm the land them- 
selves or sub-let it to tenants. If agricultural land is to be 
nationalised at all, the schemes for purchase and administration 
that he advocates seem well adapted to meet the many difficult 
problems which would arise. But, on the broader question of 
public or private ownership, agreement will not readily be ob- 
tained. The advantages of State ownership are clear, yet there 
is much to be said on the other side. To take an economic 
point—the amenities of country property have, to a private 
owner, a real money value which makes him willing to pay for 
repairs and improvements; much money thus comes into the 
countryside. Nationalisation would destroy the many millions 
of this value by a stroke of the pen, as well as the social advan- 
tages of resident landowners in a considerable proportion of our 


country parishes. 
W. C. D. Damprer 
Trinity College, 
Cambridge. 


Normal and Abnormal International Capital Transfers. By 
Marco Fanno. (Minneapolis: Minnesota University Press. 
1939. Studies in Economic Dynamics No.1. Pp. ix + 129. 
$2.0.) 


Tuts book is the first of a series of monographs on dynamic 
economics which, according to the editors’ introduction, is planned 
to continue the studies, published by the University of Frankfurt, 
which came to an end with the advent of Nazism. This decision 
is to be warmly welcomed. It is gratifying that the editors wish 
to keep their publications what is colloquially termed “ pure.” 
Faced with a flood of publications of a statistical-descriptive 
nature, employing more and more to deal with less and less, so 
that the researcher’s spirit of questioning be thoroughly quashed 
by bodily labour, this decision is more than gratifying—it is 
courageous. Last but ‘not least, we learn that the series is to 
deal with economic dynamics. This is yet one more cause to be 
grateful to the editors. The number of elaborate studies on the 
basis of highly abstract and mostly improbable, if not incon- 
ceivable, models, is so great, their effect (especially when incauti- 
ously applied to problems of the real world) so very dangerous, 
that the fostering of the study of the unexplored realms of dynamic 
economics seems essential. 

Professor Fanno’s book, unfortunately, does not satisfy the 
high expectations engendered by the editors’ preface. Its failure 
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to do so is, indeed, one of the greatest, if unintended, compliments 
paid to Mr. Keynes and to the greatness of the intellectual revolu- 
tion he brought about. 

The present volume was written in 1934 and revised, but alas ! 
not re-written, in 1938. Reading it, one cannot help marvelling 
at the immense progress which academic economics has made 
from the admittedly unsatisfactory, unrealistic and useless, if not 
positively dangerous, levels of the late 1920’s and early ’30’s. 
Nothing can characterise the book better than the basic definition 
Professor Fanno chooses to employ for what he calls “‘ normal 
capital transfers ’” (page 29) : 

Capital transfers are to be regarded as normal when 
they result from initial differences in the net rate of interest 
prevailing in different countries, provided that the capital 
to be transferred is limited to an amount not greater than 
the amount of voluntary savings available for export. The 
latter amount is understood to comprise that part of the 
flow of voluntary savings which the lending country can 
export without causing the net rate of interest (which, as a 
result of the capital export, tends to rise) to become, even 
temporarily, higher than the net rate of interest in the 
borrowing country (which, as a result of the capital import, 
tends to fall). All other capital transfers are by definition 
abnormal, including that part of the transfers now under 
consideration which exceeds the amount indicated. 

This definition makes it impossible to analyse dynamic 
problems at all; indeed, except for two quaint excursions on 
pages 57 and 73, the problems which appertain to the theory of 
the business cycle (i.e., to non-full employment) are wholly dis- 
regarded. He will insist on considering transfer as the formation 
and transfer of real savings, which is an alternative to consumption. 
As a result of this attempt, most of the analysis is in terms of 
banking institutions, and not of the secondary repercussions of 
the phenomena which he set out to investigate, which are of 
infinitely greater importance than the primary cause. On page 
41 he declares : 

The purchasing power of the receiving country is increased 
by precisely the amount by which the purchasing power of 
the paying country is diminished. So far as the purchasing 
power of the receiving country is concerned, no further 
obstacle to the transfer can come from that country. 


Like Professor Hayek, Professor Fanno analyses the business 
cycle on the basis of a model which knows no unemployment and 
where national money income is stable. His attempt is no more 
successful. 
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Yet even his banking and credit theory is of such an anachronis- 
tic character that his efforts even in that direction are doomed to 
complete failure. On page 50 he says : 


These bank deposits may represent (1) the savings of the 
public, (2) the cash balances of business men. The deposits 
of the first category, being capable of increase only in so far 
as new savings are created, cannot be expanded rapidly and, 
like the savings out of which they arise, are not important 
for our problem. 


Even quainter is his division of the second category of deposits 
into effective credits given by the owners of the deposits to the 
banks or proper deposits, and non-effective deposits ‘‘ since they 
have been created by the banks through the granting of loans to 
their nominal owners.” But except for the American banks 
enforcing debtors to keep a cash balance at the creditor bank, 
surely all deposits proper—in fact, all deposits—come about by 
debtors using credit to pay for supplies or services. Professor 
Fanno is apparently considering an economic system in which 
deposits are not used as money by way of cheques, in which, 
therefore, deposits are a real residue, or token, or sign or whatever 
you wish to call it, of coins or bank-notes having passed through a 
bank. This very unrealistic assumption leads him to infinite 
trouble in considering capital exports. He cannot analyse the 
case when capital flight is made possible by a violent and cumu- 


lative increase of deposits, and his definition of savings also goes 
by the board. His stultification culminates in this sentence :— 


The tendency of the public to keep its savings in liquid 
form, as a result of a general lack of confidence, brings about, 
as we have seen, the formation of an exceptional amount of 
bank deposits. 


On this basis, of course, one cannot possibly analyse the com- 
plicated international business-cycle phenomena which he set out 
to examine. 

It is a great pity that Professor Fanno did not try to re-cast 
his conceptual weapons, because it is in this field of international 
economic phenomena that the new approach to economic problems 
has been least satisfactorily perfected; let us hope that the 
University of Minnesota will provide us with another monograph 
to fill the gaps which Professor Marco Fanno’s study has left. 

T. BaLocH 
Balliol College, 
Oxford. 


No. 205.—vVo.L. Li. 
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Building Cycles and the Theory of Investment. By CLARENCE D. 
Lone, Jr. (Princeton: Princeton University Press (Oxford 
University Press). 1940. Pp. xvi + 239. $2.50.) 

TuE core of the book and its original contribution are monthly 
and annual indices of building in U.S. cities from 1868 and a less 
detailed annual index of building in its various main categories 
from 1856 on. These series are subjected to the type of trade- 
cycle analysis evolved by the National Bureau of Economic 
Research. The series are based on the local figures for building 
permits painstakingly collected from a large variety of local 
sources. Such an index is naturally subject to grave sources of 
error, and the author seems conscious of most, but not all, of 
them. The indices refer to a rapidly increasing number of cities 
(the monthly index refers to 35 cities, but only 11 go back beyond 
1890; the annual index refers to 29 cities, but only 21 go back 
beyond 1900 and only 7 beyond 1880). Considering the local 
nature of the ‘inducement to invest” in buildings the early 
part of these indices can hardly claim to be an acceptable figure 
of the national volume, or to yield significant results when 
correlated with national business indices. This neglect of the 
local nature of building activity permeates the whole book; in 
the theoretical first part the ‘‘ inducement to invest ”’ in building 
is analysed in great detail in such general concepts as rates of 


interest, expectations, propensity to consume, changes in real 
income, building costs and so on, while specific local determinants 
of building, such as the change in the number of families, internal 
migration, changes in the location of industry, local organisation 
of the estate and building markets, etc., are only mentioned in 
asides. If the author—in an unconscious support of this view of 


ce 


building as a national affair—finds a “‘ rather good synchrony ” 
between the figures for his various cities, this must be a matter 
of opinion. Taking, for example, the last inter-war (1918-33) 
cycle in building, we find that the average (not extreme) deviation 
between his cities for the building peak in the ’twenties ranges 
from 1-1 year for detached dwellings to 2-7 years for public build- 
ings, and for the depression through from 0-2 years for private 
non-residential buildings to 1-4 years for detached dwellings. 

To the reviewer, it seems a great pity that Professor Long 
should have devoted almost half his space to a theoretical dis- 
cussion of the “inducement to invest”? which adds nothing to 
our knowledge of either the theory of investment or building 
cycles. How much more fruitful it would have been to extend 
the statistical analysis of his series (the monthly figures could be 
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used, for instance, to throw light on seasonal variations in build- 
ing) and to state explicitly and follow up some of the exciting 
conclusions which emerge from his analysis. Among these the 
most important seem to be: that public building has had no 
stabilising effect on the trade cycle, though it does seem to have 
had some stabilising effect on the building industry ; that building 
is a “‘forerunner” rather than an anti-cyclical force; that 
residential building during the early ‘thirties fell to the lowest 
level ever known since 1856, and that it was only non-residential 
building which somewhat maintained the building volume; that 
the severity of building cycles has increased ever since 1878; 
that the trade cycle amplitude of public building was no less than 
that of private non-residential building between the two wars. 
Why leave these pearls lying by the roadside, for the sake of a 
hundred pages of introductory text-book analysis of the theory of 
investment which might just as well lead up to a book on the steel 
industry, monetary policy or public finance ? 

In conclusion, it should be said that Professor Long has added 
to the indebtedness in which students of building problems stand 
to him for his laborious collection of novel and interesting data by 
publishing the original figures in such detail in statistical ap- 
pendices. This enables dissatisfied readers to experiment for 
themselves—if they have the time to spare; but perhaps it is 
not impertinent to suggest that Professor Long might himself 
go on and use his material for a monograph on the building 
industry rather than as a contribution to the theory of investment. 


H. W. SrIncEer 
University of Manchester. 


Workmen’s Compensation. Vol. Il. The Need for Reform. By 
Sm Arno~tp Witson and ProFEssoR HERMANN Levy. 
(Oxford University Press. 1941. Pp. 384. 18s.) 

Old Age Pensions. By Sm Arnotp Wuson, M.P., and G. S. 
Mackay. (Oxford University Press. 1941. Pp.240. 16s.) 


THESE two volumes add to the extremely valuable series of 
studies of important social services and social problems for which 
during the last few years we have become indebted to the late 
Sir Arnold Wilson and his various collaborators. Both works 
are comprehensive, detailed and well-documented, and will be 
particularly useful as books of reference. In both, the attitude 
of the authors is critical and reforming; and in both, amongst 
the welter of specific proposals, it is at times a little difficult to 
see the wood for the trees. 
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This is specially true of the Compensation study. In that, 
however, the nature of the subject is primarily to blame. Work- 
men’s compensation suffers, in comparison with other social ser- 
vices, from its comparatively mature age. No one doubts that 
if compulsory compensation against accidents had not preceded 
the establishment of social insurance by a quarter of a’ century, 
it would have been organised on an entirely different plan from 
that which has remained unchanged in its broad features since 
1897. The whole service bristles with anomalies, injustices, waste, 
and the relics of an epoch in which the State took a view of its 
responsibilities towards employed persons fundamentally different 
from that which prevails to-day. Indeed, the chief criticism to be 
made of our system of workmen’s compensation is that it is not at 
present a social service at all. 

Among the criticisms advanced and reforms suggested by Sir 
Arnold Wilson and Professor Levy are the wastefulness of private 
insurance; the need to protect the worker by imposing an obliga- 
tion on employers to insure; the fortuitous results that follow 
from the present method of calculating earnings; the cruel farce 
of certification of fitness for light work in circumstances in which 
no light work is available; the need to supplement monetary 
compensation by proper provision for treatment and rehabilita- 
tion (preferably not only for industrial injuries), and the inade- 
quacy of compensation scales. (The book was written before the 
1940 Act providing for supplementary allowances. This, how- 
ever, while it raises rates of compensation, introduces some fresh 
anomalies of its own, particularly in the case of injured women with 
child dependants.) In view of the enormous possibilities of abuse 
and the rare occurrence of cases where a lump sum meets a real 
need satisfactorily, the authors advocate the complete abolition 
of commutation. While critical of existing legal procedure, they 
do not wish to take disputed compensation cases out of the 
ordinary courts of law altogether, or to substitute informal 
tribunals on the model of the Courts of Referees administering 
unemployment insurance. But they urge the appointment of a 
Compensation Commissioner whose duty it would be to prepare 
rules for the guidance of Medical Referees and Registrars. Local 
representatives of the Commissioner or Board, it is suggested, 
might act as advisers and arbitrators, supplementing the work of 
the judges. In addition to compulsory insurance, the authors 
favour the establishment of a general compensation fund which 
will relieve the injured workman of the necessity of proceeding 
against a particular employer; whilst the employer himself can 





1942] WILSON AND LEVY: WORKMEN’S COMPENSATION 101 


still be made aware of his responsibilities under a system of 
merit rating for calculation of premiums. 

By comparison, old age pensions are plain sailing. The volume 
dealing with this subject contains an interesting historical intro- 
duction, which throws a remarkable light upon the speed with 
which opinion as to the social responsibilities of the modern State 
has changed. Like workmen’s compensation, the provision of old 
age pensions was established before social insurance; but only 
by a very short period. Unlike compensation, however, the 
old age pensions scheme has now been for the most part integrated 
with our ever-extending insurances. The result has been a great 
extension of the scope of the service and the removal of the 
grosser hardships of the original non-contributory scheme; while 
at the same time, and by the same process, old age pensions have 
become an example of that rare phenomenon—a service which has 
been transferred from a non-contributory to a contributory basis. 
Some anomalies still remain. For instance, both non-contributory 
pensions under the old scheme and supplementary pensions estab- 
lished under the Act of 1940 are subject to means test; but the 
tests are not the same in both cases. Again, the period of 
qualification for a widow’s pension is two years’ continuous 
insurance; while for an old age pension a run of five years is 
required. Yet a widow’s pension is automatically converted into 
an old age pension at the appropriate age. Again, it seems a little 
odd that a blind person can draw both a blind and an old age 
pension between the ages of 65 and 70, in the case of a man, and 
60 and 70 in the case of a woman; and between those ages only. 

For the most part, however, the criticisms to be made of the 
old age pensions scheme relate less to administration as it affects 
the individual pensioner, than to the methods by which the 
whole service is financed. As is well known, the cost of pensions 
is bound to increase fast and furiously, owing to the rising age 
composition of the population. The State, however, proceeds on 
the pay-as-you-go principle, which, as the authors point out, 
would soon reduce any commercial insurance concern to bank- 
ruptcy. But it does not necessarily follow that the method is, in 
the circumstances, to be condemned out of hand. There is no 
necessary reason why those who are in a position to levy taxes 
should invariably be bound by the same rules as those who are not. 

Both these books will unquestionably establish themselves as 
the standard works on the subjects treated. Both are clearly 
inspired by a zealous desire for efficient and liberal adminis- 
tration. And the value of both is much enhanced by the 
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comparisons that they make with the way in which similar 
problems are tackled in other parts of the world. 
BarRBARA Wootton 
London. 


Economics of Labor. By H. A. Mitiis and R. E. Monrcomery. 
(McGraw Hill. 1938. Vol. I. Pp. xvi+ 584. 21s. Vol. 
II. Pp. xii + 453. 18s.) 

Economics of Labor By R. A. Lester. (New York: Mac- 
millan. 1941. Pp. xv + 913. $3.75.) 


ProFessors MILLIis and Montgomery aim in three volumes (of 
which only the two first are available) to set forth “some of the 
problems of labor in such a manner as to make them under- 
standable to the mature student and the intelligent general 
reader,” giving a treatment which is “more exhaustive and 
detailed than would have been possible in a shorter treatise.”’ 
Certainly, if the third volume, on “ Organised Labor,” is as 


exhaustive as the first two, it is difficult to conceive of very 
much having been omitted. 

The first volume, Labor’s Progress and Basic Labor Prob- 
lems, falls into two main sections. The first covers questions of 
wages and labour-incomes. It is largely statistical, dealing with 


trends in earnings, the share of labour in national income, 
the distribution of national income among persons, the problem 
of poverty (or, for the United States, “inadequate standards ’’) 
and similar matters. There is included a survey of wage theory, 
the results of which are used to explain some of the trends dis- 
cussed. There is also a useful chapter on Government regula- 
tion of wages, with a clear analysis of United States minimum 
wage legislation and of regulation under the N.R.A. This 
chapter will probably be of more interest than the others to 
readers in this country, as the ground will probably be less 
familiar; apart from its particular interest, it well illustrates the 
difficulties encountered in legislating for economic phenomena. 

Secondly, there are chapters on a number of other labour 
problems, such as the position of women in industry (again of 
topical interest here, though the treatment is confined to general 
trends in the United States, and is somewhat disappointing), 
child labour, hours of work, etc. 

The second volume, Labor’s Risks and Social Insurance, is 
about one-half taken up with discussion of unemployment. 

1 Here, as elsewhere, the authors eschew the use of diagrams; their self-denial 


adds greatly to their labours of exposition, especially when they are summarising 
the contributions of recent writers, including Mrs. Robinson. 
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There is a familiar analysis of causes (or, rather, types) of unem- 
ployment. Analysis of public-works policy travels over well- 
tried ground, while other methods of dealing with the problem— 
such as work-sharing and the shorter working week—receive 
attention. But reference to the broader aspects of the trade 
cycle is slight, and one gets the impression that it is there for the 
sake of completeness rather than as an essential part of analysis. 

Discussion on unemployment insurance gives a full account 
of policy in the United States, with some description of other 
systems. Other chapters cover workmen’s compensation (know- 
ledge of the work of Sir Arnold Wilson and Professor Levy 
would have been of value here, especially in the proposals for 
reform of existing systems) and health insurance. 

The treatment throughout is highly detailed. Perhaps this 
is most apparent in the statistical chapters, where it is difficult 
to recall any investigation which does not appear, even though 
only in footnotes, with which the text is very heavily overloaded. 
The result in this case is that the reader tends to get lost in the 
welter of information, and no very clear picture emerges. Another 
disadvantage under which such a survey must labour is the 
rapidity with which the details become out of date. This appears, 
of course, most in sections dealing with countries cther than the 
United States; for example, in describing the unemployment 
insurance system in this country, the last report of the Unem- 
ployment Insurance Statutory Committee to which reference is 
made is that for 1935—since when there have been important 
changes. (This also supplies an example of the almost devas- 
tating completeness of the work—the names of all the members 
of the Committee are given, in a footnote.) 

At times there are statements which cannot but give cause 
for surprise; such is the opening of the chapter on “ Women in 
Industry’: “‘ Notwithstanding the advances in the utilisation 
of labor-saving machinery and the application of mechanical 
effort to industrial processes, the total amount of effort required 
in proportion to the population of working age has increased, and 
this need has been met chiefly by the employment of women.” 

On the whole, however, there is presented a carefully analysed 
collection of material of considerable usefulness. There is often, 
moreover, a not unhappy combination of description and analysis, 
which is only too rare in the general run of books on this subject. 
The authors would have done us still greater service if they had 
used this quality to transform their vast collection of material 
into a readable book. 

Mr. Lester sets out to write a textbook for college courses in 











104 THE ECONOMIC JOURNAL [APRIL 


labour, and covers much the same ground as that of the more 
encyclopedic work just discussed. After a preliminary section 
outlining the scope of the subject and providing an historical 
background (rather jejune stuff this), about one-half of the book 
is devoted to “‘ Labor’s Economic Problems.” A chapter on 
wage theory compares very unfavourably with the parallel chapter 
by Professors Millis and Montgomery; the analysis is often 
almost astonishingly naive—statements of the kind that College 
professors do not expect their salaries to be fixed according to 
their marginal productivity cannot be classed as very penetrating 
discussion. In the more descriptive sections there are many points 
at which there is not much digging below the surface. Nor, in 
spite of its purpose, is the book always easy to read, and unwieldy 
sentences which need some disentangling are only too common. 

The second half of the book is devoted to description of 
Union and employer organisation (with a chapter on the Govern- 
ment in labour relations) and detailed descriptions of relations in 
certain leading industries. The account here is straightforward. 
In spite of blemishes, there is provided a considerable amount of 
material, adequately digested, but without the addition of any 
particular originality. While the book is somewhat over- 
weighted, it should be used to supplement the rather limited 
amount of material on American industrial relations generally 
available to, and used by, students in this country. 

8S. R. DenNISON 
University College, 
Swansea. 


The Unemployed Worker—A Study of the Task of Making a Living 
without a Job. By E. Wicut Bakke. (Harvard University 
Press ; Oxford University Press, 1940. Pp. 465. 24s.) 

Citizens Without Work—A Study of the Effects of Unemployment 
upon the Worker’s Social Relations and Practices. By E. 
Wieut Bakke. (Harvard University Press; Oxford Uni- 
versity Press, 1940. Pp. 311. 18s. 6d.) 


Axsovut ten years ago an American student went to live in 
Greenwich. Forsome months he shared the life and interests of an 
unemployed family there and, mingling with the unemployed as 
one of them, he gained an insight into the problems of looking 
for work and of the readjustment of personal, family and social life 
to the facts of unemployment, which could not have been acquired 
in any other way. The result was The Unemployed Man, by Dr. 
E.W. Bakke, a most illuminating study in British unemployment. 
The two books now under review represent a similar study, 
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but on a much more ambitious scale, of American unemployment. 
Aided by a team of workers, and financed by the Institute of 
Human Relations at Yale University, Professor Bakke has shared 
in the life of the unemployed in the town of New Haven from 
1932 to 1940. He has studied intensively the life-history during 
those years of a number of families whom he and his associates 
have got to know well, and he has checked his conclusions by 
interviews with 200 families taken from a random sample of 2000 
families in New Haven. 

By these and other means he has been able to present a picture 
of the significance of unemployment which is of absorbing interest 
—the more so because the picture is by no means entirely one of 
unrelieved gloom. 

The Unemployed Worker is chiefly concerned with the reactions 
of the individual worker himself to the fact that he has lost his 
job, and with the effects of relief in various forms ; while Citizens 
Without Work deals more with the repercussions of unemploy- 
ment of the breadwinner on the family. 

It may be of help to the English reader who is puzzled by the 
frequent references to official agencies by their initials, such as 
P.W.A., or F.E.R.A., to note that the names of these bodies will 
be found printed at full length in the index. 

The Unemployed Worker begins with a very instructive analysis 
of the worker’s attitude towards his job while he holds it. This 
shows the way in which the desirable goals of the worker—to play 
a socially respected role in the community, to achieve a measure 
of economic security, to have control over his own affairs, and to 
feel that he is integrated into the society within which he moves— 
are all bound up with the fact of being in employment. More 
than the readjustment of expenditure that results from the 
decline in income when work has ceased, is felt the loss of status 
and of the capacity to achieve the goals and satisfactions that had 
been built up around his life as a worker. 

In a lengthy section dealing with job-hunting, Professor Bakke 
notes that “the training which makes a man useful on the job is of 
little value in furnishing techniques when the ‘job’ is a search for 
work.” “ Employment for others creates very little imagination 
as to what a man may do ‘on his own’ when no one can use him.”’ 

He then traces the successive stages by which the unemployed 
worker and his family adapt themselves to the condition of pro- 
longed unemployment—the cutting down of expenditure, running 
into debt, transfer to cheaper house accommodation, and finally 
the recourse to public relief, with all that this implies of loss of 
independence and self-reliance. 
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The book ends with some valuable chapters in which the nature 
and effects of different forms of relief—unemployment compensa- 
tion, direct relief and work relief—are discussed in the light of all 
the collected evidence. 

His criticisms of unemployment compensation (the American 
version of general unemployment insurance) are most instructive, 
as is also the light thrown on the great réle played in recent years 
by work relief. Although, indeed, the American system of 
unemployment relief differs considerably from that existing in 
this country, many of Professor Bakke’s conclusions are equally 
applicable here. His main conclusion is so important that it 
deserves to be quoted here at length : 


“ Unemployment compensation which is available almost 
immediately upon the cessation of wages from work operates 
in co-operation with the multitudes of practices and relation- 
ships supporting social security and self-reliance. Earned 
by former work, its acceptance involves no real challenge to 
the continuation of the status and control assigned to workers. 
As a device for perpetuating the degree of gearing in with the 
life of the community already attained, it therefore has no 
peer. If it provides enough to keep the family off direct 
relief and continues for all initially eligible as long as possible 
up to six months, it is a sound device. But its benefits in 
this respect do not continue indefinitely. The problem at 
the end of six months of unemployment is not only the main- 
tenance of former relationships and status. These have 
begun to disintegrate in spite of the cash subsidy. Renewed 
establishment of his position as a worker is necessary if the 
disintegration is not to proceed rapidly. At this point work 
relief is the appropriate device. If eventually direct relief 
is necessary, its administrators, if interested in the retention 
of incentives to self-reliance, may well pause before insisting 
on the necessity of complete destitution, which in reality 
means first, surrender of the evidence of past achievements 
which remind the worker that effort is not entirely futile, 
second, withdrawal from those associations where judgments 
of one exert pressure for the renewal of those achievements 
via the road of self-support. If these are gone the relief 
allowance is robbed of valuable partners in the effort to restore 
self-reliance.” 


The companion volume, Citizens Without Work, begins with a 
section on the unemployed worker in relation to his community, 
in which in particular the influence of unemployment on the 
religious and political contacts and practices of the worker is 
portrayed. On the whole religious practices appear to be more 
generally observed amongst Catholics than amongst Protestants, 
but in neither case did the Churches succeed in maintaining their 
hold over their flocks. Some interesting reasons are also given 

















1942] BELL: PRODUCTIVITY 107 


for the very small extent to which unemployed workers in 
America have become imbued with radical political ideas. 

The second section is concerned with the adjustments that 
take place within the family as a result of the unemployment 
of the breadwinner. This, with its full-length study of five 
separate families, constitutes a human document of intense 
interest. In all, twenty-four families were observed over a 
period of eight years, and what Professor Bakke terms “ the cycle 
of readjustment ” tended to pursue the following course: Firstly 
a period of Momentum Stability while the family was living on 
past savings or credit, etc.; secondly, a phase of Unstable Equi- 
librium ; thirdly, a period of Disorganisation during which there 
was a possibility of the complete break-up of the family ; fourthly, 
if the family unit survived the strain, the beginnings of Experi- 
mental Readjustment; and lastly, Permanent Readjustment. 
It is a tribute to the inherent stability of this most fundamental 
of all human institutions that out of the families observed “ nine- 
teen of the twenty-four came out of the period of unemployment 
with, or soon progressed to, a degree of stability equal to or greater 
than that which characterised them prior to the onset of un- 
employment.” 

Citizens Without Work ends with a summary of the main con- 
clusions arrived at both in this volume and in The Unemployed 
Worker. 

It is impossible in a short review to give an adequate idea of 
the wealth of human interest in these volumes, embodying as they 
do the fruits of years of first-hand observation by a kindly, 
unsentimental, yet sympathetic and understanding investigator. 
The Institute of Human Relations has deserved very well of 
Professor Bakke and he also of it; while we who can participate 
in the results of his labours owe a heavy debt of gratitude to 


both. 
C. W. GuILLEBAUD 
St. John’s College, 


Cambridge. 


Productivity, Wages and National Income. By Srpurcreon BELL. 
(Washington: The Brookings Institution. 1940. Pp. xii + 
344. $3.00.) 


THE Brookings Institution has for some time been making 
laudable efforts to verify various economic theories by statistical 
methods. One of the chief aims of this work is to “ check up ” 
by the events of recent years the view of early economists that 
(p. 5) “all gains from increasing productivity per man would 
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automatically accrue to the benefit of the consuming public in 
the form of lower prices,” as against the later, less orthodox, 
view that “the gains are largely appropriated by those who 
furnish the capital.”’ 

The answer obtained by Dr. Bell’s statistics is clear. The 
orthodox economists were, up to a point, right. Though wages 
and salaries per hour did not fall, prices of manufactures were in 
1936-37 only 75 to 80 per cent. of their 1923-25 level; and while 
the bulk of consumers thus gained, the earnings on capital invest- 
ment declined over the period as a whole. But both sides of the 
controversy missed the vast horizons beyond the point on which 
they were focusing. 

While argument raged round values in exchange, such as prices, 
wages per hour or profits on capital, the economic forces released 
by technical progress in fact attacked the total amounts ex- 
changed. The outstanding result was not the fall in prices, but 
the failure to exchange an amount of output equal to the new 
capacity of capital, and the consequent unemployment and short 
hours of large amounts of labour. This is no new discovery, 
but Dr. Bell’s comparison of the American statistics since 1923-25 
gives the trend of events more exactly than any previous inquiry. 

The increased capacity of capital in American manufacturing 
as a whole is shown by a steady rise in productivity per man-hour 
up to 47-3 per cent. in 1936 and 43-8 per cent. in 1938. But 
total output, instead of rising as much or (owing to increasing 
man-power) rising still more, simply oscillated round the 1923-25 
level. In 1937 the index of manufacturing output was 124-2, 
but in 1938, 94-3. Since output per man-hour rose, while output 
oscillated round a certain level, it follows that total man-hours 
worked oscillated in a downward trend. No year between 1927 
and 1938, except 1929 and 1937, showed man-hours as above the 
1923-25 level. 

These trends are not universal for all branches of manufac- 
turing, or for railways, mines or electric supply, as Dr. Bell shows 
in Chapters [V—X, devoted to specific industries. The motor-car 
and paper industries, and also electrical supply, managed to 
increase total output sufficiently to keep up man-hours worked. 
But man-hours in railways and mining fell over 40 per cent., 
and in tobacco, mainly owing to an exceptional improvement in 
productivity, over 50 per cent. 

The detailed statistics that build up these illuminating con- 
clusions are admirably set forth in appendices and detailed tables. 
It is regrettable that a list of table-headings has been considered 
a substitute for an alphabetical index. Ready reference to 
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passages, for instance, on profits, prices or wages would be 
exceedingly useful to all economists wishing to interpret the real 
economic events that are here so conveniently summarised. 
P. SarGant FLORENCE 
The University, 
Birmingham. 


The Social Relations of Science. By J.G. Crowrurr. (London: 
Macmillan. 1941. Pp. 666. 16s.) 


Tue subject with which this book deals is extremely fascinat- 
ing. It is also as tempting as it is fascinating : tempting, because 
it offers magnificent opportunities for easy and sweeping general- 
isations—particularly at the present stage, when comparatively 
little detailed work has been done that throws the cold light of 
experience upon the subtle relations which link social organisation 
to scientific thought and discovery. Further, since it was Marx 
who both first succeeded in drawing attention to the fact that 
there are such relations, and also propounded a simple and 
arresting theory as to their nature, subsequent writers in this 
field have shown a tendency to follow the leader both in looking 
at the problem and in accepting his answer to it. In time, no 
doubt, we shall get over this, and it will be less necessary than is 
generally felt to be the case to-day, always to trace the shape 
and scale and direction of scientific inquiry back to the par- 
ticular feature of social organisation known as class relationships. 

Mr. Crowther is not entirely emancipated from this tradition. 
For instance, we read: “ It seems that very great advances in 
mathematics are connected with new contacts between cultures. 
. . . If this theory is correct, fundamental advances in modern 
mathematics would appear to be impossible, because the popula- 
tion of the whole world is now in good contact. Perhaps the 
fundamental advances in the future will be due not to contact 
and assimilation between peoples with different cultures, but to 
assimilation between social classes with different cultures.” But 
are the theory and its corollary correct? Evidence is not offered. 
Again, we learn that the development of generalised thinking, 
which is the distinctive Greek contribution to methods of thought, 
was partly due to “ the necessity for persuasion in an equalitarian 
community. The members of the Greek governing class. . . 
felt they had the right to reject hypotheses . . . unless they 
were supported by persuasive proof.” Finally the birth of science 
in the modern sense is to be attributed to the rise of the bour- 
geoisie. The chain of causation is as follows. The bourgeois 
merchant is interested in commerce. Therefore he must under- 











110 THE ECONOMIC JOURNAL [APRIL 


stand materials. Therefore the study of “the properties of 
materials becomes the chief interest of the ruling class,” members 
of which devote themselves to this in their leisure. This is the 
beginning of modern science, and involves the “horizontal ”’ 
conception of cause and effect in place of the “ vertical ’’ concep- 
tion of divine authority, which was appropriate to the feudal 
conception of social order. 

All this is not to say that, if some of Mr. Crowther’s con- 
clusions seem far-fetched and built upon shaky (or anyhow 
invisible) foundations, he has not written an extremely interesting 
and important book. The range covered is enormous, extending 
from the Palzolithic Age to modern America and Russia; and 
the pages are crowded with a very great amount of detailed and 
precise information as to the actual history and background of 
scientific discovery. Indeed, the factual material is often so 
close-packed as to make the book difficult reading. Nevertheless 
the reader who is primarily trained in economic studies should 
persevere. He will certainly learn much, and if he does not 
always like Mr. Crowther’s conclusions, he should be grateful for 
the collection of so abundant a supply of raw materials with 


which to set about drawing his own. 
BarBaRA WooTTon 
London. 


Nazi Europe and World T'rade. By Cirona Lewis. (Washington 
D.C.: Brookings Institution. 1941. Pp. xii+ 200. $2.00.) 


THE Germans nowadays claim that they have made Europe 
into an economic “ fortress,” immune from the pressure of the 
Allied blockade. Is this claim justified? Miss Lewis, with the 
assistance of Mr. J. C. McClelland, undertakes to supply the 
answer. 

She defines “‘ Nazi’’ Europe to include the whole of the 
Continent, belligerent, occupied, and neutral, except Russia, 
Turkey and (for some reason) Finland. The trade of this region 
with the outside world is then calculated for two representative 
years, 1929 and 1937, in respect of the main foodstuffs and 
industrial raw materials. It transpires, first, that Nazi Europe, 
like Germany, imports raw materials and foodstuffs and exports 
manufactured goods; second, that in almost every case Europe’s 
imports of foodstuffs and raw materials are greater than those of 
Germany. The only important exceptions are iron and steel, 
bauxite, woodpulp, and potatoes. These are all imported into 
Germany, but exported from Europe. (As against this, coal is 
exported from Germany, but imported into Europe.) 
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Alternative figures are offered to cover the possibility of the 
Nazis controlling the whole of the Mediterranean littoral. In 
that case import requirements would fall in respect of cotton, 
tobacco, wine, and fruits, but otherwise the situation would remain 
substantially unchanged. 

The assumptions of this analysis are surely so arbitrary as to 
deprive it of any scientific value. 

First, it professes to throw light on what the European 
situation would be if Germany were to win the war. Then why 
exclude from the picture Europe’s colonies—to say nothing of the 
other territories (e.g., in the British Empire) which a victorious 
Germany would certainly absorb into her economic empire ? 

Second, the dependence of a region on the outside world is 
measured not by the amount of its essential imports, but (if at all) 
by the proportion of imports to consumption. For instance, in 
1937 Nazi Europe imported almost three times as much grain as 
did Germany. Miss Lewis concludes that Nazi Europe is more 
deficient in grain than Germany. But from her own figures 
(p. 20) it can be calculated that in 1937 Europe produced over 
90 per cent. of its total apparent grain consumption, and Germany 
less than 85 per cent. of hers. 

Third, in considering the problems of a Nazi-controlled Europe 
the crucial question is, not what the constituent countries im- 
ported and exported when they were independent, but what they 
would be allowed to import (and consume), and what they would 
be forced to export (and produce), by their Nazi rulers. Miss 
Lewis deliberately ignores this latter problem, as being un- 
answerable (p. 2). One is reminded of the man who searched 
for a lost coin, not in the place where he had dropped it, but in 
another place which was better lit. 

Fourth, the study was completed last May. It excludes 
Russia from the picture of Nazi Europe, with the remark (p. 16) 
that Russia’s foreign trade is very small and would hardly affect 
her results. Another piece of stark unrealism. Russia’s 
potentialities as an area of Naziexploitation—Russia’s contribution 
to making Europe self-sufficient—cannot be measured by the 
foreign trade figures of 1929 and 1937. 

A great deal of careful statistical work has gone into this book. 
It may be of use to the British propagandist, concerned to refute 
Nazi legends about Europe’s economic impregnability. But I do 
not see that it throws light on any economic problem, either of the 
war or of the post-war world. 


LINDLEY FRASER 
Aberdeen. 











NOTES AND MEMORANDA 


A Notre on ADVERTISING 


Tue literature on the technical and psychological aspect of 
advertising is increasing quickly, and year after year a great 
number of handbooks on advertising are published. This flood 
of publications shows the importance which advertising has 
gained, and is still gaining, in our economic environment. And 
yet in economic theory advertising seems still to be the Cinderella 
who is not worthy of being mentioned too often. It is true that 
since Mrs. Braithwaite wrote her article on “The Economic 
Effects of Advertisement,” 1 lifting the whole problem from the 
usual business-like or moralistic treatment into the field of 
economic analysis, much was done to increase our knowledge of 
these matters. Particularly with the publication of Professor 
Chamberlin’s Theory of Monopolistic Competition, selling costs 
found their proper place in the theory of value. Since then 
further details and modifications have been added in order to 
complete the picture.* 

But in spite of this progress, advertising has not received the 
full attention which it deserves. This is probably not so much 
due to difficulties in its theoretical treatment or to a lack of 
interest, but to the extreme difficulty of getting any reliable 
statistics or other material on the subject. 

Up to now the theoretical approach to advertising has restricted 
itself mainly to the examination of the selling expenditure of the 
individual entrepreneur in his endeavour to maximise profits, and 
a description of the equilibrium arising out of the aggregate effect 
of the many independent actions. ‘This is actually all that is 
needed in considering advertising within the sphere of the theory 
of value. Here we are fully justified in assuming static conditions, 
assuming prices and supplies of other commodities as given, and not 
taking into account changes in employment. This treatment is 
as important and fruitful as it is for the explanation of the price 
of a single commodity. But as the explanation of the price of a 

1 Economic JOURNAL, 1928. 

2 See H. Smith, ‘*‘ Advertising Costs and Equilibrium,’’ Review of Economic 
Studies, Vol. II, pp. 62-5; R. M. Shone, ‘‘ Selling Costs,’’ ibid., Vol. II, pp. 


225-31; E. K. Zingler, ‘‘ Advertising and the Maximisation of Profits,’’ Econo- 
mica, Vol. VII, p. 318. 
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single commodity is not sufficient in order to understand the 
interdependence and changes in production and consumption in 
a changing economic world, an appreciation of advertising as 
part of the whole dynamic economic system will be different from 
a purely static analysis. 

In the following paragraphs an attempt will be made to indicate 
some of the more general aspects of advertising. 

Until recently, whenever economists spared a few lines for 
the question of advertising, they tended to join the general 
criticism of it and to denounce it as a misuse of productive 
resources. Marshall, after distinguishing between ‘ constructive ” 
advertisements, which are used for giving information, and ‘‘ com- 
bative ” advertisements, which try to supplant competitors, 
admits the necessity, and even the desirability, of the former, but 
goes on to say that “ advertisements which are mainly combative 
generally involve social waste.” 1 Professor Pigou accepts this 
distinction, and he, too, regards most of the competitive advertise- 
ments as a social waste. Resources are diverted from increasing 
the social product to the creation of private advantages. A 
removal of a great part of the advertising practice seems desirable. 
“The evil might be attacked by the State through the taxation 
or prohibition of competitive advertisements—if these could be 
distinguished from advertisements which are not strictly competi- 
tive. It could be removed altogether if conditions of monopolistic 
competition were destroyed.” 2 

We must note that these criticisms are made from a purely 
economic point of view only, and have nothing to do with the 
growing objections by the moralists, who point to the fraudulent 
and vulgar nature of many advertisements and their detrimental 
influence on the tastes and habits of the public. But even without 
taking into account these ethical considerations, the attitude of 
Marshall and of Professor Pigou is easily understood. It is the 
logical outcome of the tacit assumption of full employment which 
pervades the whole argument. If there is full employment, it is 
obvious that the habit of advertising will lock up considerable 
resources in a socially useless struggle for an increased share in 
total production or greater monopolistic power, instead of using 
them for the production of consumption or capital goods. The 
alternative to more advertisements is, under this assumption, 
more immediate consumption or better provision for future 
consumption. , 

1 Industry and Trade, 3rd ed., p. 306. 


2 Economics of Welfare, 4th ed., pp. 199-200. 
No. 205.—VOL. LII. 
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This assumption of full employment seems to lie at the bottom 
of most of the common-sense and economic criticism of advertise- 
ments. This is, for instance, shown by the following passage from 
Professor Vaughan:? “But granting greater sales (due to 
advertising) to each member of an industry and hence lower 
costs, the advantage to the public does not necessarily follow. 
The increase in business within a particular industry cannot 
include a relatively large number of industries because of the 
limited purchasing power of the consumers. The increase of 
activity in one industry is apt to be at the expense of another, 
though unrelated, industry. Greater sales and lower costs in the 
one may mean fewer sales and higher costs in the other, and 
consequently no advantage to society.” 

But recent economic theory has shown that we must remove 
the assumption of full employment if we want to understand fully 
an economic system in which unemployment has become a regular 
feature. A static equilibrium theory based on the assumption 
of full employment is an ideal model for the exhibition of the 
economic forces in an economy of free exchange, but it is not 
sufficient for an explanation of the dynamics of such a system, 
or for those phenomena which are a consequence of premises 
which had not been taken into account by the classical 
theory. 

Applying this removal of the assumption of full employment 
to advertising, we reach the conclusion that the alternative to 
advertising may not be increased production of consumption or 
capital goods, but idleness of the resources involved. It is true, a 
single publicity campaign of a big concern may only lead to an 
increase in its monopoly power and to a fall in total production, 
so that finally there will be more unemployment, in spite of the 
absorption of some people in the advertising and similar trades. 
But that would be a rather exceptional case. Very often in- 
creased advertisement for one commodity helps to increase also 
the sales of its substitutes. A well-known example is the increase 
in the sale of brooms, carpet-sweepers, and similar devices after 
an advertisement campaign for vacuum cleaners. But the main 
point in this connection is that advertising has become so general 
that it is doubtful whether the publicity campaign of a single 
firm can seriously curtail the production of other firms which 
spend similar sums for advertising. 

Advertising must then be viewed as one of the many possible 


1 Floyd L. Vaughan, Marketing and Advertising: an Economic Appraisal 
(Princeton University Press, 1928), p. 98. 
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forms of investment. But, unlike most of the other investments, 
which are made in order to increase profits, it neither leads to an 
increase in consumption goods nor in the stock of capital goods. 
It has thus similar effects to expenditure on charity or public 
works. It creates new incomes and increases old ones, and 
through the well-known multiplying effect, the initial employment 
in the advertising trades will lead to further employment in the 
consumption industries, and finally in the investment industries. 
Regarding the effects on the employment situation, then, adver- 
tisement has one advantage over most of the other forms of com- 
mercial investment: it increases the effective demand without 
increasing the supply of goods. The stimulus which the rise in price 
offers will, therefore, be more lasting than in the case of the usual 
investment in fixed or working capital. But advertising has a 
second salutary effect on the employment situation, and that is 
its stimulating effect on consumption. Besides creating new 
incomes, advertisements lead to an increased propensity to con- 
sume for all income receivers. Employment is governed by two 
factors, investment and consumption. The habit of advertising 
influences both these factors directly, and in a way which is 
favourable to employment. 

Leaving on one side all moral considerations, we have to admit 
that advertising. including competitive advertising, will help to 
mitigate the evil of unemployment. Since unemployment was a 
fairly steady guest in our world before this war, and since most 
people will agree that it is to be regarded as a social evil, we can 
no longer conceive advertising in such circumstances as a social 
waste. The difficulties which most people will still have in accept- 
ing this point are similar to those which are met when one is 
faced with the proposal of digging holes as a remedy against 
unemployment. Advertisements and digging holes seem to be 
such a silly waste of productive resources. But they are a waste 
only if the sole alternative were use for other purposes but not 
idleness. The waste lies not in the advertisements and the holes, 
but in the fact that we have still an economic system which con- 
stantly allows productive resources to lie idle. The criticisms 
which are levelled against useless public works and advertising 
should logically be directed against the economic system which 
forces us not only to accept them, but even to consider them as 
desirable.? 


1 I cannot think, at present, of any other expenditure which has this double 
effect. 

2 Once again I want to point out that the moral objections against advertising 
are valid in times of unemployment as well as full employment. 
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But though it is not difficult to see the connection between 
advertising and employment, it is extremely difficult to get an 
idea of the quantitative effects of advertising. We know that it 
is very difficult for a single entrepreneur to trace the effect of an 
advertising campaign on the demand for his commodity, and this 
in spite of the advanced stage of cost-accounting. If he is able 
to get only a vague idea of these effects, I think it hopeless to try 
a quantitative estimate of the effects of total advertising on total 
consumption. All we can say is that the habit of advertising 
must be responsible for a considerable increase in the propensity 
to consume. We must only look at the great power of political 
propaganda, which often reshapes old and fundamental habits of 
a population, in order to appreciate the psychological importance 
of repeated publicity. And political propaganda has only derived 
its methods from commercial advertising and transferred them to 
another sphere. 

When we turn to the investment side of advertising our task 
does not become much easier. Here it is the extreme secrecy 
which surrounds the advertising departments of most firms which 
makes it impossible to get an accurate idea of the annual expendi- 
ture on advertising, or even less of its fluctuations from year to 
year. Reliable statistics on this matter are practically non- 
existent, but there are various estimates which are sufficient to 
indicate at least the order of magnitude. Some of the estimates 
which have been made for this country before 1934 are quoted by 
Mr. Taylor.2. They cover a wide area ranging from £70 million to 
£180 million per year. Without going into details, we can assume 
that the annual expenditure on advertising is somewhere near 
£100 million. Estimates for the United States vary between 
£200 million and £400 million. 

Such an expenditure is certainly not negligible, and it may be 
interesting to compare the figure of £100 million with the special 
expenditure (central and local) of Britain on public works which 
expressly aimed at the relief of unemployment. Here, too, full 
statistics are not available, but Mrs. Hicks estimates that £14 
million or £15 million were spent in the years of maximum grants, 
but much less in most of the other years.* That means that even 
in the years of maximum expenditure the sums spent on public 

1 It is interesting in this connection that Louis Degrelle, the leader of the 
** Rexists,’’ the Belgian Fascists, was originally advertising manager of a firm 
in Brussels. 

2 F. W. Taylor, The Economics of Advertising (Allen and Unwin, 1934), pp. 


201 ff. 
3 Ursula K. Hicks, The Finance of British Government, 1920-1936, p. 195. 
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relief works were only about a seventh of the expenditure on 
advertising. 

Although this comparison indicates the importance of advertis- 
ing expenditure for the employment situation, we must keep in 
mind that a hundred pounds spent on advertising have probably 
a less beneficial effect on employment than a hundred pounds spent 
on public works. In the case of advertising a comparatively large 
part of the initial expenditure does not go to wage-earners but to 
monopolists. The high prices for advertisements in many news- 
papers and magazines are only to be explained by their monopolistic 
position. There is no close substitute for an advertisement in 
The Times, since no other paper reaches the same public. The 
same is, of course, true of other newspapers and magazines with 
a great circulation, each circulating among a different set of people. 
Monopolistic elements enter also in the case of advertising writers 
and designers, and even in the case of some advertising agencies, 
and unusually high incomes are the consequence, at least for some 
of the persons engaged in this kind of work. 

Thus it seems very likely that the expenditure on advertising 
goes to a great extent directly to people who usually save a large 
part of their income. This would mean that the multiplier would 
be lower in the case of expenditure on advertising than in the case 
of certain other kinds of investment, certainly lower than in the 
case of public works. These considerations do not, however, 
invalidate our previous argument, showing the importance of 
advertising foremployment. ‘They only point to certain modifica- 
tions which limit the quantitative relation between advertising 
and employment, not the qualitative relation. 

When we turn to an examination of advertising in its con- 
nection with the trade cycle, we are once more faced with the lack 
of adequate statistics. If it is difficult to get an accurate estimate 
of the average annual expenditure on advertising, it is, of course, 
still more difficult to find out how much this expenditure fluctuates 
from year to year. And, indeed, there are no statistics available 
in any country which would enable us to calculate these fluctua- 
tions. One has therefore to find some other way of getting at 
least a rough idea of the direction of change during a period of 
expanding or recessing trade. An obvious device is to measure 
the space devoted to advertisements in some of the more important 
papers and to compare it with the space in other years. This 
tedious task has been undertaken by various people, and I quote 
here three tables which have been prepared by Mr. Taylor. 

1 Op. cit., pp. 213 ff. 
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1. Average Percentage Increase in Display Advertising Space in 
Eight London Daily Newspapers.+ 


(1910 = 100.) 
1910. 1912. 1920. 1922. 1924. 1926. 1928. 1930. 1932. 
100 116 157 153 172 197 249 228 182 


2. Average Percentage Changes in Display Advertising Space in 
Five Leading Provincial Morning Papers. 


(1912 = 100.) 
1912. 1920. 1922. 1924. 1926. 1928. 1930. 
100 140 116 122 118 140 122 


3. Percentage Increase in Volume of Display Advertising Space 
in Four London Daily Newspapers.” 
(Space times Circulation.) (1910 = 100.) 


1910. 1912. 1920. 1922. 1924, 1926. 1928. 1930. 1932. 
100 120 346 444 523 659 971 950 757 


The shortcomings of these tables for our purpose are obvious. 
Firstly, they do not indicate directly the sums which had been 
invested in advertising. The price of advertising space has 
probably changed considerably during the period in question. 
But no reliable information can be obtained on this point, since 
the rates are usually kept secret by the newspapers, and particu- 
larly because it is usual to charge very different prices for different 
pages, issues, and customers. At any rate, it is likely that the 
money value of advertising in the above newspapers has in- 
creased more than the figures in table (1) and (2) would indicate, 
because with increasing circulations the price per square inch will 
have risen too. On the other hand, the money value will not have 
risen to the extent that the figures in table (3) would indicate. 
For there is no reason to assume that the price per square inch has 
increased in the same proportion as circulations, and, in addition, 
it is very likely that the figures relating to circulation are to some 
extent inflated, in order to attract more advertisers. 

Secondly, the above tables need not be representative of total 
advertising expenditure. Besides omitting a great number of 
newspapers and all weeklies, monthlies, etc., they do not take 
into account small advertisements and all the other media which 
are used for advertising. It may well be the case that owing to 
changes in the relative price levels of these different media, the 
composition of advertising is different in times of boom from 
what it is in times of depression. If that were so, the above 

1 Times, Telegraph, Mail, Chronicle, Express, News, Morning Post, and 


Mirror. 
2 Times, Mail, Express, Morning Post. 
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figures would not be truly representative of total advertising, and 
still less of total advertising expenditure. 

But in spite of these shortcomings the tables are not useless. 
After all, we must not forget that newspapers are the most 
important medium for modern advertising, and the above samples 
comprise the most important advertising papers. Moreover, there 
is such a marked upward trend in advertising that even a small 
decline in advertising space has a serious meaning, and we are 
fairly safe in assuming that such a decline indicates a decrease in 
total advertising expenditure. 

We see, then, plainly that expenditure on advertising fluctuates 
in the same direction as investment generally. We have in all 
three tables a distinct peak for the boom years 1920 and 1928, 
and a marked decrease in advertising in the subsequent slump 
years. Other writers stress also the tendency of profits and 
advertising to expand and contract together. 

We must therefore conclude that the advertising habits of the 
business world tend to accentuate the movements of the trade 
cycle. This is by no means as obvious as one is inclined to think. 
We have already seen that one of the peculiarities of advertising 
is its stimulating influence on consumption, and nothing would 
be more logical than to increase publicity in times when a general 
fall in demand sets in. And, indeed, some firms adopt this 
procedure. The Kodak Company, for instance, usually increase 
their advertisement outlay when their sales decline.2 But logic 
is not always the motive power in big business, and the behaviour 
of the Kodak Company and some other concerns seems to be 
rather the exception than the rule. 

Generally, business men prefer to curtail their advertising 
expenditure in a slump. The wave of pessimism which accom- 
panies every depression leads to a blind acceptance of the slogan : 
“Save wherever you can.” The advertising department is a 
good field for the application of that motto, since the vague 
knowledge which we have of the effects of advertising lets the 
entrepreneur see in a clear light the advantages of reduced costs, 
while the consequences of his action are not so obvious, and 
perhaps deliberately under-estimated. The inclination towards 
a reduction in advertising will also be intensified through the 
feeling on the part of many entrepreneurs that their advertising 
is of no use against such a fundamental force as the trade cycle. 
If this portion of the general pessimism is important, the fluctua- 


1 See, for instance, Vaughan, op. cit., p. 101. 
2 See Taylor, op. cit., pp. 63 ff. 
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‘ 


tions in advertising would increase with the increasing “ cycle 
consciousness ”’ of business men. 

At any rate, whatever the reasons may be, once some firms 
cut down their advertising expenditure, the effect will be cumula- 
tive. If one firm diminishes its expenditure on advertising, its 
closest competitors will no longer feel the necessity of maintaining 
all their publicity, and they will cut down their expenditure as 
well. This will react on the advertising policy of other firms and 
of the firm which started the whole circle. And in this way the 
entire process feeds on itself. 

In times of recovery the opposite takes place. Optimism 
returns, entrepreneurs are more willing to spend, and they usually 
want to intensify the upward swing in demand. Some embark 
on an enlarged advertising campaign, and the others have to 
follow suit, in order to hold their own. 

Thus, as we said before, advertising will tend to accentuate 
the movements of the trade cycle, although to only a small extent. 
And it will do that in its two particular ways: by increasing or 
decreasing total investment (by the sums spent on it), and by 
increasing or decreasing the stimulus to consumption. But while 
we have to acknowledge the fact that the advertising practice 
does certainly not mitigate the fluctuations of the trade cycle, 
we must not over-estimate the fluctuations in advertising itself. 
The imperfect knowledge with regard to the effects of advertise- 
ments has made the advertising budget of many firms much less 
elastic than other kinds of expenditure. Very often the advertis- 
ing policy of a firm is settled for many years in advance, and 
variations in the one direction or the other tend to be small in 
comparison to the total expenditure on advertising. Thus, in 
spite of the cumulative effects of changes in advertising expendi- 
ture, it seems likely that business men hesitate to move away too 
far from what is considered as the ‘“‘ necessary’ amount. It 
would, then, seem that advertising contributes to the oscillations 
of the trade cycle, because of the typical, though illogical, reactions 
of business men, but that at the same time it contributes some- 
thing to that ‘“‘ hard core ’’ which prevents the slump from falling 
to still lower levels, because of the tendency to maintain a certain 
standard of publicity. 

Here again a parallel drawn from public works, introduced in 
order to relieve unemployment, will give a useful illustration. 
Governments, infected by attitudes which may be appropriate 
for private investment, and influenced by certain traditional 
canons of public finance, have usually arranged their active 
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unemployment expenditure in such a way that more is spent 
during prosperous years than during bad years. The boom of 
1929 coincided with a record expenditure on public relief works in 
Great Britain.1 Such a practice leads, of course, to an accentua- 
tion in the fluctuations of the trade cycle (although this is not the 
purpose of the public-work policy). But we also know that the 
presence of public works during the slump, even at a diminished 
level, prevents—among other factors—sooner or later a further 
deterioration of the downward movement of business activity. 
The parallel with advertising is complete. The only thing which 
remains to be done is an assessment of its quantitative importance 
in the whole course of the trade cycle. 

But for this task much more data would be required than we 


possess at present. 
K. W. RorHscHiLp 
University of Glasgow. 





Mr. WHITMAN ON THE CONCEPT OF ‘‘ DEGREE OF 
Monopoty ’”—A COMMENT 


1. Iv a note published in the Economic Journat ? Mr. Whit- 
man criticises severely my application of the concept of degree of 
monopoly to the theory of distribution of the product of industry. 
“Tt is hoped,” he says at the end of the paper, “ that this note 
may have cleared away some of the errors which have plagued a 
discussion of the problem.”” This hope seems to me not altogether 
justified. 

Mr. Whitman starts with a short and quite correct exposition 
of my theory.* This is based on the assumption that the marginal 
cost M is approximately equal to the average prime cost C over 
the relevant range of output.‘ I then call - Pp 2 P © the 
degree of monopoly. This is determined by conditions of 
imperfect competition and oligopoly. (In the case of pure 
imperfect competition it is the reciprocal of the elasticity of 





1 See Ursula Hicks, op. cit., p. 196. 2 June-September 1941. 

° As presented in my Essays in the Theory of Economic Fluctuations, pp. 13-41. 

‘ This assumption is meant, of course, only as a first approximation. It is 
based on the following hypotheses, which seem to represent more or less truly 
the prevailing conditions: (i) The marginal cost curve is usually horizontal over 
the relevant range of output (confirmed by recent investigations, as, e.g., those 
of Professor J. Dean). (ii) The main components of marginal costs are wages 
and cost of materials. (iii) The cost of overhead manual labour and materials 
makes usually only a very small proportion of the total cost of these items, over 
the relevant range of output. 
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demand for the firm’s product.) Thus these factors determine 
the margin of overheads plus profits in relation to price, and, 
given the ratio of wage-and-raw material cost the sum of which is 
C, also the distribution of value added (?.e., net output) between 
overheads and profits on the one hand and wages on the other. 
We may treat the problem of distribution of the product of an 
industry as a whole in the same way if by P we mean the weighted 
average price and by C the weighted average of average prime 
costs. The distribution of the value added by industry between 
factors of production will be determined on my assumptions both 
in the short period and in the long run by the “ average ”’ degree 
Pp 
2. To show the unreasonableness of this theory, Mr. Whitman 
examines the behaviour of my measure of degree of monopoly in 
two industries, A, in which the capital is twice the annual sales, 
and B, in which the capital is half the annual sales. He grants 
my assumption that in both industries there is a condition of 
imperfect competition and that marginal costs are equal to 
average prime costs. He further assumes that both industries 
are in equilibrium, and that they earn the same “ normal ”’ rate of 
profit of 6 per cent. on capital. He then finds that the ratio of 


ere. 


of monopoly and the ratio of wage-to raw material bill. 





overheads plus profits to price—’.e., —is much higher in 


— 3 
the industry A than in the industry B, irrespective of the con- 
ditions of market imperfection in both industries. “If the 


industry B had the same ‘degree of monopoly power’ as 
industry A, it would earn over 50 per cent. on capital. This 
indicates the absurdity of Mr. Kalecki’s conclusion.” No, it 
indicates only that Mr. Whitman does not understand the problem. 
If the degree of monopoly is the same in both industries, the 
industry B will certainly earn a much higher rate of profit. This 
will attract new entries into industry B, and its capital will rise 
in relation to sales (which means that the utilisation of equipment 
will fall). And this will go on up to the point where the rate of 
profit in the industry B falls to the “ normal ”’ rate of 6 per cent.? 
The solution of Mr. Whitman’s puzzle is simply that the propor- 


1 There will, of course, appear in the industry B a large ‘‘ surplus capacity.” 
It may be asked how it is possible for this state to prevail in the long run without 
inducing firms to curtail their plants. The answer is that large-scale economies 
will prevent firms from reducing their plant below a certain limit: imperfect 
competition must cause equipment to be utilised in long-run equilibrium below 
the optimum point. See, e.g., R. F. Harrod, ‘‘ Doctrines of Imperfect Com- 
petition,’’ Quarterly Journal of Economics, May 1934. 
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tions of sales to capital assumed by him in A and B are incom- 
patible with long-run equilibrium if the degree of monopoly in 
both industries is the same. 

After having in the above way “ disposed of the ‘ degree of 

monopoly power’ as a determinant in the long-run distribution 
of national income,”’ Mr. Whitman continues: ‘‘ As between two 
periods of time for the entire economy, as well as between two 
industries, the gross profit as a ratio of business income is the 
resultant of many forces of which the degree of imperfection of 
the market is only one, and probably one of the least important.”’ 
P—C : ; . 
—p— on the assumption of marginal cost = average prime cost 
and of pure imperfect competition, is the reciprocal of the elasticity 
of demand for the firm’s product; how thus can the degree of 
market imperfection be one of its least important determinants ? 
To put it mildly, Mr. Whitman seems not to have thought over 
carefully this part of his note.! 

3. When we consider the same industry in various periods, 
there arise (as Mr. Whitman points out in the sentence quoted 
above) the same problems as to profits plus overheads margin in 
relation to price as when various industries are compared. If 
the capital intensity of an industry increases in time—.e., if the 
ratio of maximum output capacity to capital falls and the degree 
of monopoly remains constant—then the utilisation of equipment 
must rise to secure the same rate of profit ; ? whereas if it does not 
rise sufficiently, the rate of profit falls. A good example of the 
latter situation is provided by the development of U.S.A. manu- 
facturing industry in the period 1899-1923. In Table I we give 
the value of its aggregate fixed capital at reproduction cost accord- 
ing to Professor Douglas,* and sales and profits plus overheads 
according to the Census of Manufactures.* 


1 A similar argument to that of Mr. Whitman is advanced by another critic 
of my theory, Mr. P. T. Bauer, who maintains that _ ‘*is almost certain 
to rise with every increase in the importance of capital, more particularly with 
secular growth of capital per head.’’ Economica, May 1941, p. 197. (Compare 
with the table I give in paragraph 3.) 

2 It must be noticed that if in this way the utilisation of equipment reaches 
a point where the marginal cost curve begins to rise, our assumption of equality 
between marginal cost and average prime cost cannot hold good any more, and 
our analysis must then be modified. 

* Obtained by multiplying the index of real fixed capital by the price index of 
investment goods. Both series are taken from Professor Douglas, The Theory 
of Wages, p. 121. 

‘ The changes in the scope of the Census in 1914 are accounted for by linking 
the relevant series. 
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TABLE | 
Indices: 1899 — 100. 

















| Reproduc- oe Al | 
| tion Cost | Overheads | Ratio Ratio 
Year. | of Fixed Sales. plus | (3): (2). (3) : (1). 
Capital. Profits. | 

(1) (2) (3) | (4) (5) 
1999 . .| 100 100 100 | 100 ~=— | ~—s«i100 
1904 | 137 130 130 100 95 
1909. .| 216 182 181 | 99 84 
1914. .| 280 212 205 97 73 
1919 | 816 549 522 | 95 64 
1923 940 539 542 | 101 58 





As we see, the ratio of profits plus overheads to sales—.e., 
P—C ,; ; : 
— —remained very stable over the period considered, while 
there was a strong fall in the ratio of profits plus overheads to 
capital. 

4. Mr. Whitman’s argument against my application of the 
concept of degree of monopoly to the cyclical changes in the 
distribution of income is of less ‘‘ fundamental ” character than 
the above objections against my long-run analysis. He disagrees 

N 


a ‘ may , 
that the rise in ~oaagen e the depression (even granted again that 


marginal cost equals average prime cost) means a rise in the 
degree of monopoly, because he maintains that it is rather the 
absolute margin of gross profits P — C which, according to him, 
measures the ‘‘ degree of monopoly power.” This implies that 


it is P —C which is the “ determinant,” while ——— simply 
results from the value of P — C and from that of prime costs per 
unit of output; in particular P — C in this theory is quite inde- 
pendent of the changes in prime costs per unit of output. In 
support of this theory Mr. Whitman says: “The business-man 
must pay interest, dividends and salaries in dollars. Given a 
certain investment and fixed charges, the ratio of gross profits to 


‘ 


sales —— is much less important or meaningful than the dollars 


and cents netted on each unit sold.” But to pay interest, 
dividends and salaries in dollars the business-man must be con- 
cerned, surely, not only with the dollars and cents netted on each 
unit sold, but also with the number of units he is able to sell at 
the price he charges. And it is just the concern about the 
volume of sales which is the central point in the problem of 
degree of monopoly. 
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Let us imagine a number of entrepreneurs producing a certain 
product. They charge for it the prices p,, py . . . Pa, Which are 
in general not equal, since the market is imperfect. Their 
average prime costs (which, according to my assumption, are 
approximately equal to the marginal costs) are c,, Cy... Cn; 
respectively. The short-period equilibrium of the price system is 
maintained as follows. ‘The entrepreneur / does not cut his price, 
because he believes, on the basis of his knowledge of the market, 
that a reduction of p, by « per cent. would reduce the gross profit 
margin p, — c, in a greater proportion than that in which it 
would increase the volume of sales s,. (In his consideration he 
takes into account both the ‘mobility’ of customers—.e., 
market imperfection as he estimates it—and the probable reaction 
of other entrepreneurs—.e., the oligopolistic factors.) In the 
same way he decides that there is no profit in raising px. 

Imagine now a fall in the cost of materials and wages which 
reduces ¢,, C. . .. C, in the same proportion to the level c,’, 
Cy’ . . . Cy’, respectively. According to Mr. Whitman’s theory, 
the absolute gross profit margins remain then constant, so that 
we have p,’ — c,’ = py — cy. It is easy to see that if the entre- 
preneurs’ assumptions about the character of the market are 
unchanged, there will be a tendency for a further price reduction. 
For now a cut of p,’ by « per cent. means a smaller percentage 
cut in the gross profit margin p,’ — c,’ than previously, because 
px is smaller than p,. Therefore, the price fall will continue. If 
it is not the case, the market imperfection (or rather entre- 
preneurs’ ideas about it) and/or the degree of oligopoly musi have 
risen. 

If, however, the profit margins fall in the same proportion as 
Px’ = Ce _ Pe — the same type of short- 

Pe Pe 
period equilibrium as prevailed initially is reached. For now a 
cut in p,’ by « per cent. means again the same percentage fall in 
the gross profit margin as in the initial situation. 

We thus see that a short-period equilibrium with gross profit 

margins reduced in the same proportion as prime costs, and thus 
»” v > 1 

with = p ee, p = means an unchanged degree of market 

imperfection and degree of oligopoly; while a short-period 

equilibrium with unchanged absolute gross profit margins, and 
' “ Dp ' 

thus _ = ~ = 

and/or degree of oligopoly. ‘This is the theoretical basis for 





prime costs, so that 





implies a rise in market imperfection 
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considering , and not P — C, as the measure of “ degree of 


P 
monopoly.” } 

5. I shall now give some statistical evidence in support of the 
theory that the gross profit margin P — C is affected by changes 
in the wage and raw material cost. However, the parallelism 
between the fall in the average prime costs C and the margin 
P — C from the top of the boom to the bottom of the slump—e.g., 
between 1929 and 1932—would be not convincing for Mr. Whit- 
man, for he maintains that P — C falls in depression owing to 
‘**a weakening of entrepreneurial control of the market in that 
period.” I have therefore chosen cases where a strong fall in 
unit prime costs was combined with an expansion of trade activity. 
(I quote also one case where a strong rise of unit prime costs 
happened at practically unchanged output.) The relevant figures 
are given in Table II. 











TABLE II 
| Changes in— 
Industry. Years. 
P —C. | C. | Output. 
Textile in U.S.A.?. ‘ . 1931-33 —22% —19% +11% 
Leather in U.S.A.? ; : 1931-33 —18% —23% + 7% 
CottoninU.K2 . . . | 1924-27 —23%, —34Y, +15% 
Manufacturing in France‘. 1936-37 5 about about + 3% 
(Blum Experiment) +60°% +60% 











The simplest interpretation of this table, I think, is to admit 
that gross profit margins P — C tend to fall and rise with the 


1 It may perhaps be objected to the above argument that if market imper- 
fection is partly due to transport costs and these remain unaltered while prime 
costs decline, the fall of gross profit margins in the same proportion as prime costs 
does not establish short-period equilibrium, for a cut of price by a per cent. 
fails to attract as much custom in the new as in the initial position. As a result 
Pr — Cx Will fall less than c,. This is quite true, but it is common sense to con- 
sider the rise of transport costs in relation to prime costs as a rise in market 





imperfection, as indicated by a rise in 4 o J It is, of course, necessary to keep 


in mind, when interpreting changes in the ‘‘ degree of monopoly,’’ that market 
imperfection depends on our interpretation of the relation of transport costs to 
prime costs. 

* P —C obtained by dividing overheads plus profits and wages plus costs 
of materials, respectively (as given by the Census of Manufactures), by the 
respective indices of production of the Federal Reserve Board (Textiles—mill 
products. Leather—inclusive of its finished products). 

§ Calculation of Mr. Y. N. Hsu for his Ph.D. Thesis at Cambridge University, 
described in my ‘‘ Supply Curve of an Industry under Imperfect Competition,” 
Review of Economic Studies, February 1940, p. 110. 

* See my “‘ Lesson of the Blum Experiment,’’ Economic JourNat, March 
1938, p. 28. 

5 From April to April. 
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unit prime costs C. Of course, they need not change in exactly 
the same proportion, because ““‘ my ” degree of monopoly cannot 


be assumed to remain constant. 
M. KALEckKI 
Oxford. 


A Note on THE NEw FEDERAL RESERVE BoarRpD 
INDEX OF PRODUCTION 


In the April issue of this JouRNAL an article, “The New 
Federal Reserve Board Index of Production,” pointed out that 
in the new Index the year 1929 was lower than the year 1937, 
a reversal of the position shown in the old Index. The con- 
clusion was: ‘It [the new Index] proves that the pessimistic 
theory of the stagnation of American production contradicts the 
real facts.” * This note is being written not for the purpose 
of debating whether or not the stagnation hypothesis is correct, 
but rather to attempt to show that neither proof nor disproof 
could be sustained by the statistics submitted in that article. 

The first point to be considered concerns the coverage of the 
Federal Reserve Board Index. As has been stated by those 
responsible for the new Index,’ and reiterated by the authors 
of the article under consideration, large sectors of the economy 
which should be included in a formal definition of production 
are omitted; e.g., construction, government services, and other 
similarly large sectors. On this ground alone, it must be con- 
cluded that the new (as well as the old) Index can prove nothing 
about the trend of production as defined in the formal sense. 

Secondly, even if it were to be accepted that all items which 
should be considered under production were represented, the 
absence of weight correlation bias would have to be proved for 
the period from 1929 to 1937.4 As the new Index bases its 
weights on value added by manufacture in 1937,° it must be 
shown that, on balance, relatively low (high) weights are not 


1 If the unit prime costs change slowly, this change may be even sometimes 
fully offset by a change of the degree of monopoly in the opposite direction, so 
that P — C remains unaltered. 

2 Guastav Stolper and Ernest M. Doblin, ‘‘ The New Federal Reserve Board 
Index of Production,”” Economic Journat, April 1941, p. 52. 

® Cf. Woodlief Thomas and Maxwell R. Conklin, ‘‘ Measurement of Pro- 
duction,”” Federal Reserve Bulletin, September 1940. 

* Cf. Warren F. Persons, The Construction of Index Numbers, pp. 13 ff. 

5 Strictly speaking, these weights are only used for the manufacturing com- 
ponent of the Index. The mining component is weighted by value of product 
in 1937. 
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associated with relatively low (high) relatives for the period 


1929 to 1937. In other words, if —%* is relatively low (high) it 


29 

must not be associated with a low (high) p5.q5,. Although the 
writers presented no evidence in their article bearing on this 
extremely important point, the presumption would be that 
weight correlation bias was present, i.e., the rapidly growing 
series included probably would have a relatively high value 
added in 1937, whereas declining series would be weighted re- 
latively less. Therefore we must reserve judgment as to whether 
the new Federal Reserve Board Index shows growth between 
1929 and 1937 until it has been shown that we are not looking 
at a statistical hallucination. 

Finally, assuming that the Index covers ali production and 
that no weight correlation bias is present, we are brought face 
to face with the dilemma encountered in the construction of a 
production series which tries to measure both current and historical 
changes. Weighting is a method used to give the movement 
of each item in a series its relative importance, and the extent 
to which a given set of weights performs this function depends 
upon its conformity to usage (“true” relative importance) in 
the year or years in question. The purpose of an index, of 
course, is of prime importance in determining weights. 

The Federal Reserve Board Index is primarily concerned with 
the measurement of current changes in the level of industrial 
production, thus using as recent a weighting period (1937) as 
possible. Likewise, in order that the Index be unambiguous,! 
fixed weights have been chosen for the period 1929 to the present. 
In using these fixed weights, then, the new Index is implicitly 
stating that the usage for each year from 1929 to the present 
was, or is, the same as in 1937—the weight period—or, in other 
words, that we are dealing with a homogeneous period. How- 
ever, it may be argued that if the period is not homogeneous, 
i.e., that there are expansions and contractions in the items of 
the index relative to each other, fixed weights cannot represent 
the usage in each period. For example, when fixed weights 
based upon a recent period (e.g., 1939) are used in a binary com- 
parison with an earlier period (e.g., 1929), one is implicitly tend- 
ing to regard declining series as being of relatively less importance 
(or growing series as being of relatively greater importance) in 

1 Ambiguity would arise if weights were continually changed, since variations 


in the series would be due both to movements in the series itself and to changes 
in the weights. 
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the earlier period (1929) than they actually are. These two 
effects will produce a distinct upward bias. In general, then, 
in a comparison of early with later years, there seems to be a 
strong tendency for upward bias to be present, quite apart from 
the presence or absence of weight correlation bias, whenever the 
weighting period is moved up to a more recent period and fixed 
weights used. 

It must be concluded then that the use of the Federal Reserve 
Board Index of Production, without a much more extended 
analysis, was inappropriate as a means of testing the hypothesis 
in question. Our economic skeleton must stagnate in its closet, for 


the time being at least. 
E. Cary Brown 
Harvard University, 


Cambridge, Massachusetts. 
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fessor Hayek on ‘* The Pure Theory of Capital”? : A. Smirnies. Effect of 
American Trade Agreements ; Retrospect: C. Kreiper. Price Dis- 
crimination in Decreasing Cost Industries: E. W. Ciemens. Housing 
Policy and the Defense Program: K. PripramM. Revenue Act of 1941: 
R. G. Buakey and Guapys C. BLAKEY. 


Econometrica. 

JANUARY, 1942. The Stability of Equilibrium: P. A. SamuEetson. Pro- 
cess Analysis and Equilibrium Analysis : A. SMITHIES. Quotations on 
Commodity Futures as Price Forecasts: H. WorKkinc. A New Explana- 
tion of Non-normal Dispersion in the Lexis Theory : Hi~pa GEIRINGER. 
Identity and Stability in Economics. J. MarscuHax. Monopoly Adjust- 
ments to Shifts in Demand: A. J. Duncan. A Note on Alternative 
Regressions : P. A. SAMUELSON. 


Social Research. 

NoveEMBER, 1941. Industrialization in Palestine : Hi~tpE OPPENHEIMER- 
Biuum. Monetary Equilibrium and the Natural Rate of Interest: H. 
NetsseR. Wicksell’s Two Interest Rates: J.MarscHak. The Rediscovery 
of Liberalism: E. Hermann. 


Journal of Farm Economics. 
NoveMBER, 1941. Foods for Defense: J. B. Canntnc. Fundamental 
Elements in the Current Agricultural Situation: J. D. Buack. An 
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Agricultural Policy for Hemisphere Defense: F. A. LinvitLe. Social 
Conflicts and Agricultural Programs: K. H. Parsons. Training of 
Personnel for the Rural Social Sciences : M. R. BENEpDiIcT. Lconomics of 
Joint Costs in Agriculture: S. v. CIRIACY-WANTRUP. Conservatism—An 
Objective or an Ideal? : N. W. Jounson. Recent Developments Among 
Farm Labor Unions: H. Scuwartz. Shape of Total Revenue Curves : 
A. Kozurx. Insurance Aspects of Extra-risk Mortgage Loans: D. C. 
Horton. Development of *‘ Normal”’ Citrus Fruit Yields by Tree Ages 
for Use in a Yield Insurance Plan: R. R. Borts. 


Foreign Affairs. 

OcToBER, 1941. Anglo-American Pitfalls: G. CRowTHER. Agricultural 
Surpluses in the Postwar World: L. A. WHEELER. Freezing Dollars 
against the Axis : J. Pork. The Inter-American Bank : E. VrLuaseNor. 

JANUARY, 1942. The Organization of Postwar Europe: E. BENEs. 
Danubian Reconstruction: Otto or Austria. Bringing the Monroe 
Doctrine up to Date: D. Perxins. Restoring Trade after the War: 
H. FEets. 

The Yenching Journal of Social Studies. 

OcToBER, 1940. Familism as a Factor in the Chinese Population Balance : 
Cu’ENG-Hstn CHao. The Theory of Codperation; a Preface to Social 
Economy, II: J. B. TAYLEr. 

Avucust, 1941. The Copyright in China: R. LOWeNTHAL. Who were the 
Oirats ?: CH’I-yu Wu. 





NEW BOOKS. 


British. 

ABHYANKAR (N. G.). Provincial Debt Legislation in Relation to 
Rural Credit. New Delhi: Federation of Indian Chambers of Com- 
merce and Industry, 1940. 84”. Pp. 102. Is. 6d. 

(This book, which is Publication No. 2 of the Research Department of the 
Federation of Indian Chamber of Commerce and Industry, starts with two 
chapters, a descriptive analysis and a critical review of debt legislation. 
It then goes on to consider the essentials of a sound rural credit system and 
the need of a general programme for agricultural reform as a condition of making 
borrowers solvent and credit-worthy. The author would hold that a satisfactory 
credit scheme must provide effectively for long-term and medium-term as well as 
short-term debt; land mortgage banks, co-operative societies, and the honest 
money-lender have all their place in a complete system. There must also be 
satisfactory means of adjusting debts and dealing with the excessive debts of 
the past through provincial debt conciliation boards. But it is only by funda- 
mental rural reconstruction that agricultural improvement can be secured. 
For this, the author would depend largely on marketing boards, somewhat after 
the British model.] 


Atkins (J.). The Distribution of Fish. London: Fabian Society, 


1941. 8”. Pp. 24. 6d. 

[The author of this Fabian pamphlet suggests a plan which he claims would 
greatly decrease both the time taken in the distribution of fish and the money 
spent upon it. According to this, the fish would be received at the ports by the 
Ministry of Food and its ultimate destination decided by a number of committees 
whose business it would be to find out where it was most needed.] 


Brags (M. E.) and Humpeureys (D. W.). Intermission, 1919-1939. 
London: George Philip, 1941. 74”. Pp. 101. Is. 6d. 

[Intermission is a simple analysis of the twenty fateful years between the two 
wars, presented in much the same form as Government by the People, by the same 
authors, noted in the Economic Journat of December 1941.] 

Brock (W. R.). Lord Liverpool and Liberal Toryism, 1820-1827. 
Cambridge University Press, 1941. 74”. Pp. 298. 8s. 6d. 


[Reviewed in this issue.] 
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Brogan (D. W.). Is Innocence Enough? London: Hamish 
Hamilton, 1941. 7)”. Pp. 207. 7s. 6d. 


[To be reviewed. ] 
Brown (A. J.). The Arsenal of Democracy. London: Oxford 
University Press, 1941. 7”. Pp. 32. 4d 


(Mr. Brown, starting from President Roosevelt’s announcement in March 
1941, of the part then expected to be played by the United States, sets out to 
consider her war potential. He describes, first, the appropriations for defence 
(down to about October 1941); second, development of the defence industries; 
third, the labour and administrative problems. The pamphlet is weakest in 
regard to the system of priorities, allocations, taxation and the other methods of 
securing that resources shall flow into defence rather than into maintaining a 
high level of consumption. These are surely the crucial problems of the effective 
development of the arsenal of democracy, and their solution is the condition of 
eliminating productive bottle-necks.] 

Butter (H.). The Lost Peace. London: Faber and Faber, 1941. 
84”. Pp. 224. 10s. 6d. 

[To be reviewed. ] 

CiarK (G. N.). Belgium and the War. London: Oxford Uni- 
versity Press, 1942. 7”. Pp. 32. 4d. 

{After a brief sketch of Belgium before the war, Prof. Clark describes her 
attitude on the outbreak of war, the German invasion, and the present position 
of Belgium herself, the Belgian Congo, and those thousands of her people who 
are helping the Allied cause outside her own territories. ] 

Desai (D.). Maritime Labour in India. Bombay: Servants of 
India Society, 1940. 7”. Pp. 256. Rs. 2/4. 

[The author, a member of the Servants of India Society, is secretary of the 
Seamen’s Union of Bombay. He gives a most interesting account of the number 
of Indian seamen, the areas from which they are recruited, the work they do, 
the existing methods of taking on actual crews, the extent of unemployment, 
hours, holidays, wages, and conditions. He also makes numerous suggestions 
for improving conditions, and particularly urges developments of social insurance. 
This is a sensible, balanced, and practical study which deserves attention. ] 

ELWELL-Sutron (L. P.). Modern Iran. London: Routledge, 
1941. 9”. Pp. xii + 234. 12s. 6d. 

(This book is mainly concerned with the recent cultural and political history 
of Iran, but it contains two useful chapters on economic foundations and policy 
and on social progress. ] 

Europe under Hitler. London: Royal Institute of International 
Affairs, 1941. 8”. Pp. 45. 6d. 

(This is a reprint, with certain modifications and additions, of three articles 
which originally appeared in the Institute’s Bulletin of International News. The 
pamphlet is in two parts and deals, in the first with the German “ new order” 
in Europe and, in the second, with the present German exploitation of occupied 
countries. ] 


Fitzpatrick (B.). The British Empire in Australia. Melbourne 
University Press (Oxford University Press), 1941. 9”. Pp. xi + 529. 
21s. 

[To be reviewed.] 

Fuanpers (A.). The Battle for Production. London: Inter- 
national Publishing Co., 1941. 83”. Pp. 46. 6d. 

[This pamphlet, published on behalf of the Socialist Vanguard Group, is 
concerned, like several others reviewed in this issue, with the question why 
production lags in this country. Mr. Flanders has a more realistic approach 
than others. He is primarily concerned at the failure of incentives, at the extent 
of monopoly organisation and its possible repercussions, at the ‘‘ Controls,” at 
cost-plus contracts. He quotes the Times, the Economist, the Select Committee 
on National Expenditure in his support. His broad conclusions are that ‘‘ Not 
lack of powers, but lack of the will to use them has been the limiting factor so 
far. . . . The extension of State enterprise is a necessary means for introducing 
a valuable competitive element in production. ... More information, greater 
co-ordination, and greater de-centralisation of control are required.”’] 
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Hansen (A. H.). Fiscal Policy and Business Cycles. London : 
Allen and Unwin (New York: Norton & Co.), 1941. 84”. Pp. ix + 
462. 18s. 


[To be reviewed.] 


Hastines (S.). The Health Services, No. 2. The Hospital Ser- 
vices. London: Fabian Society, 1941. 83”. Pp. 24. 6d. 

[Though Dr. Somerville Hastings, who is chairman of the Hospital Committee 
of the L.C.C., is a strong advocate of the municipal, as against the voluntary, 
hospital, he is not in favour of complete reorganisation during the war. He does, 
nevertheless, suggest changes which could and should be carried out at the present 
time; and considers what steps should be taken after the war so that the country 
may enjoy a better and more efficient hospital system.] 


HinpEN (R.). Plan for Africa. London: Allen and Unwin, 
1942. 73". Pp. 224. 7s. 6d. 

[Dr. Hinden’s book deals with two territories: Northern Rhodesia, apart 
from its copper the most isolated and in many respects the most backward of 
British territories in Africa; the Gold Coast, the richest and most advanced. In 
the case of Northern Rhodesia she is concerned to show the continuing attempts 
to create a white paramountcy, with the corollary of a colour-bar and possibly 
involving amalgamation with Southern Rhodesia. She does a little less than 
justice to the pertinacity with which the Colonial Office has resisted this. Her 
picture is (as it must be) one of riches in the copper-belt set against a background 
of native and European agricultural poverty. Her account of the Gold Coast 
provides a full description of the cocoa industry and of mining, and the enormous 
and varying influence which these have upon native incomes. In a final section 
she proceeds to the problems of the future. Here, following Lord Hailey, Sir 
Alan Pim, and others, she makes it clear that Africa’s chief problem is its poverty, 
and that its problems can be cured only by a willingness to provide capital with- 
out too close an insistence on commercial (or indeed any) rates of interest. To 
some extent Britain or some other imperial power may do this. But to a large 
measure capital might and should come from inside Africa, through the develop- 
ment of co-operatives and other similar African institutions. This is a stimulating 
book, but Dr. Hinden’s scholarly methods give perhaps too much an impression 
of reliance on the authority of others, too little a feeling of close and detailed 
original observation. ] 

Hupparp (L. E.). Soviet Labour and Industry. London: 
Macmillan, 1942. 8%”. Pp. xv + 315. 15s. 

[To be reviewed. ] 

Labour in the Colonies. I. Some Current Problems. London : 
Fabian Society, 1942. 83”. Pp. 47. Is. 

[This pamphlet, prepared under the direction of Dr. Rita Hinden in the 
Fabian Colonial Bureau, deals with Trade Unionism and its legal position in 
the Colonies, the Government labour services, the machinery of industrial con- 
ciliation, and minimum wage fixation, penal sanctions, international labour con- 
ventions, and the effects of commodity control schemes. The introduction 
makes it clear that the purpose was mainly to set out the legal and administrative 
machinery, and to outline ‘‘ the foundations of a progressive colonial labour 
policy.”” The authors recognise, however, that the main problem of the colonies 
is their poverty, and that any effective labour policy must be integrated with a 
direct attempt to imcrease their general standards of productivity.] 


LAWRENCE (A. Susan). A Letter to a Woman Munition Worker. 
Fabian Letter No.5. London: Fabian Society, 1942. 64”. Pp.17. 2d. 

[Miss Lawrence chiefly discusses trade unionism, women’s rates of pay, and 
hours and conditions. She has something to say of an economic system 
“organised for scarcity’’ and of the importance of a different and better 
world when all is over.] 


Macartney (C. A.). Problems of the Danube Basin. London: 
Cambridge University Press, 1942. 7”. Pp. 160. 3s. 6d. 

[A very readable account of the history and thorny problems of the Danube 
Basin—that vast stretch of country in which are found twenty-six peoples with 
a dozen or more different languages. In the author’s view, the greatest hope 
lies in the creation of an economic unit, between Germany and the U.S.S.R., 
effectively supported, both economically and politically, from outside.] 
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O’Matuey (L. 8. 8.) (Ed.). Modern India and the West. Oxford 
University Press, 1941. 8}”. Pp. 834. 36s. 


[Reviewed in this issue. ] 

Piumptre (A. F. W.). Mobilizing Canada’s Resources for War. 
Toronto: Macmillan, 1941. 84”. Pp. xxiii + 306. 

[To be reviewed. ] 

Pratt (Sir J.). Japan and the Modern World. London: Oxford 
University Press, 1942. 7”. Pp. 32. 4d. 

[Sir John Pratt is answering in this pamphlet the question why Japan, who 
was Britain’s ally in the last war, has become one of her bitterest enemies. He 
traces the gradual widening of the rift between the two countries, and finds the 
cause in Japan’s intense nationalism and her aim that no one but she shall rule 
in the East.] 


Rogson (W.A.). The War and the Planning Outlook. London: 


Faber and Faber, 1941. 84”. Pp. 28. Is. 
[This pamphlet gives a popular bird’s-eye view of the growth of planning, 
in relation to building and the use of land, during the war.] 


Roxsy (P.M.). China. London: Oxford University Press, 1942. 


7". Pp. 32. 4d. 

[A very interesting outline sketch of China—her geography, her civilisation, 
and her impact with the West—is condensed into the thirty odd pages of this 
pamphlet. ] 

Russet (E.8.). The Overfishing Problem. London: Cambridge 
University Press, 1942. 7}”. Pp. 130. 7s. 6d. 

[This book is the published form of a series of lectures, delivered at the School 
of Hygiene of the Johns Hopkins University on the overfishing problem and the 
measures which have been taken, and which could be taken, to deal with it. 
The war, which has broken out since the delivery of these lectures, with the 
consequent abatement of fishing, provides an unparalleled opportunity for the 
carrying out of the necessary reforms immediately peace is restored.] 

RussELL (Sm Joun). Britain's Food in Wartime. London: 
Oxford University Press, 1941. 7”. Pp. 32. 4d. 

(This short pamphlet should be read by everyone. Sir John Russell gives 
just the information and just the statistical data necessary to understand the 
problems of food and agricultural policy.] 

SaunpDERS (S. A.) and Back (ELEANOR). Come on, Canada! 
Toronto: Ryerson Press, 1941. 74”. Pp. iv + 36. 

{A readable pamphlet, written in the early spring of 1941, protesting against 
the inadequacy of Canada’s war effort, and pleading with her to realise fully, 
and quickly, that only the maximum effort is sufficient for the part she should 
play in the war against tyranny.] 

Smith (HeEpHastus). Production: a plan for war industry. 
London: New Statesman and Nation, 1942. 74”. Pp. 32. 6d. 

[‘‘ Hephestus Smith ”’ is (the cover tells us) a well-known industrial expert. 
His purpose is simple—there is something wrong with production; it must be 
put right. The first task is to find what is wrong. His answer is that there are 
many things wrong. E.P.T.; the industrialist’s incentive has gone, and the 
more he transfers his effort to the war, the more he handid@&ps himself for the 
peace. Resistance to dilution and the release of labour; a firm which does its 
utmost is handicapped as against the “‘ difficult ’’ firm when it comes to expansion 
to take a new contract. The pursuit of scarcity; for a generation financial 
success has depended on organised restriction; with infinite demand industries 
and trade associations cannot forget their habits. The raw material controls; 
** the officials of the Ministry [of Supply] had no control over them . . . it would 
be regarded as a gross scandal if a regular Civil Servant or a Minister of the 
Crown were discovered to have such relations as these men have to the businesses 
with which they are constantly dealing as representatives of the State.’’ The 
regional organisation; where the great national “ feudal concerns have carved 
out of each region what they want for themselves,” only unimportant residues 
are left. Taxation of wages; there is no effective incentive to work. Manage- 
ment, labour management in particular, design, and inspection are all in turn 
arraigned. How to cure these troubles? Take over the big concerns, regionalise 
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production, establish a real production Ministry, bring the workers into partner- 
ship, end industrial feudalism. Is it really so simple? Would “‘ Hephestus 
Smith ’’ risk wholesale disorganisation, even for a few weeks, if he were himself 
Minister of Production? Whatever the truth, this pamphlet raises problems of 
vital importance and makes a valuable contribution to their discussion. ] 


Suna (A.). Economic Problems of Eastern Europe and Federalism. 
Cambridge: Galloway and Porter, 1942. 83”. Pp. 46. ls. 

[Owing to the poverty and backwardness of certain parts of South-Eastern 
Europe, the author considers that at the moment a European union embracing 
East and West is almost impossible. There should, in his opinion, after the 
war be ‘*‘ one or two Western and Mid-Eastern Unions which, together with the 
Soviet Union, would be linked up in one Commonwealth of Nations, with a 
Confederate Government and Boards to co-ordinate their economic relations.’’ 
By gradually raising the standards of living with outside help, by industrialisation 
and agricultural mechanisation there might then be possible ‘ a European Union 
of free and largely equal peoples.’’] 


Take over the War Industries! London: Fabian Society, Socialist 
Propaganda Committee, 1942. 64”. Pp. 23. 

(This is one of a number of current pamphlets which start by asking what is 
wrong with production and end by concluding that “ it is the system itself that 
is at fault.”” The author of this pamphlet argues that the main difficulty is 
antagonism between the manager in charge of production who is anxious to 
maximise output and the directors whose interest is to restrict it in the interests 
of their shareholders. Like several other similar pamphlets, this one seems to 
become vague just where clarity is essential. What is at fault? Is it insufficient 
orders? Is it insufficient incentive to the management? Is it insufficient in- 
centive to the workers? The proposed cure is for the State to take over all the 
big war factories. How far has this not in effect already been done? What 
does ‘‘ take over’? mean? Is the State to own? to decide the policy ? to provide 
the technical management? Precision of thought is as necessary in reformers as 
in the ranks of government officials.] 


TemMPLE (WiLuIAM). Christianity and Social Order. Harmonds- 
worth: Penguin, 1942. 7”. Pp. 90. 6d. 

[To be reviewed. ] 

Tuomas (P. J.) and RAMAKRISHNAN (K. C.) (Ed.). Some South 
Indian Villages. University of Madras, 1940. 94’. Pp. xxvii + 435. 
Rs. 9. 

{Indian rural economics has, on the realistic side, always been based upon 
intensive village surveys. Prof. Thomas and his colleagues have had the 
admirable idea of re-surveying eight of the villages surveyed twenty years ago 
by Prof. Gilbert Slater; in addition, they have added certain other villages. 
The results are rather depressing; little increase of cultivation to balance the 
growth of population; little improvement of methods; more fragmentation ; 
little improvement of cattle; more absentee landlords; more serious debt; less 
self-sufficiency; a transfer of consumption to more expensive but less healthy 
foodstuffs; an increased dependence on mill-cloth. There are a few improve- 
ments: better transport; more literacy; less conservation; more credit facilities 
for useful purposes. But the book serves to show how slowly India has advanced 
and how far there is to go.] 


U.S.S.R. Speaks for Itself. Vol.1. Industry. Vol.2. Agriculture 
and Transport. Vol. 3. Democracy in Practice. Vol. 4. Culture and 
Leisure. London: Lawrence and Wishart, 1941. 7”. 2s. 6d. each. 

(These four small books each contain some nine or ten brief descriptions of 
particular aspects of the Soviet economy or social system, written by men them- 
selves actually engaged in the work that they are describing. The accounts in 
most cases are brief, bald and statistical, though those of the development of 
agriculture look back, by way of contrast, to the rural conditions of the past. 
Despite much inevitable overlapping and repetition the picture that they give as 
a whole is undeniably impressive. But how much more many of us would be 
impressed if we were allowed to feel and hear the spirit of criticism and self- 
analysis as well as that of pride in achievement. It may be that we who live in 
the democracies spend our energies overmuch in self-criticism, but all too often 
these descriptions call to our minds the apologetics of a Whitehall department 
rather than an honest appraisement of what has and has not been done.] 
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Wess (S. and Beatrice). Soviet Communism: A New Civilisa- 
tion. Vols. I and II. Second Edition with a new Introduction by 
Beatrice Webb. London: Longmans, Green, 1941. 84”. Pp. 
Ilvii + 1255. 2l1s. 

[This is a reprint, at a cheaper price, of the second edition published in 1937, 
with an important and charming preface by Mrs. Webb bringing the book up to 
date. Mrs. Webb, with all the diffidence of an “ over-eighty ’’ approaching 
problems in which self-assurance belongs only to the ‘“ under-twenties’’, asks 
herself a series of questions. Is Stalin a Dictator? Is the U.S.S.R. a Political 
Democracy? Is there Racial Equality in the U.S.S.R.? And does a One- 
Party System work? How does it compare with a Two-Party or Many-Party 
System’? How has democratic control of the instruments of production, distribu- 
tion, and exchange actually worked? At the end, brave as ever, she tackles the 
thorny problem of ‘‘ the disease of orthodoxy.’”” Those who have learned always 
to ‘‘ go to the Webbs ”’ as a first instalment of the study of any problem will 
rejoice that the precept can still be so profitably applied.] 

Wayte (Sm FREDERICK). Japan’s Purpose in Asia. London: 
Royal Institute of International Affairs, 1941. 8”. Pp. 61. Is. 

[The author shows how Japan, even when her foreign policy necessitated 
alliances with other powers, has always been under the influence of Germany— 
ever since Japanese eyes, at an important stage in the nation’s growth, were 
impressed by the efficiency of Bismarck’s model of a military state. The 
Japanese “ new order ”’ in Asia differs, however, from the German “ new order ” 
in Europe, asserts the author, in that there is a quality of idealism in their 
dreams. ‘In a spiritual as well as a material sense Japan seeks to make, or to 
keep, East Asia self-sufficient.’’ It is here, considers Sir Frederick Whyte, that 
we can find the root cause of the ferment in Japan to-day. They have failed to 
realise that ‘‘ their true enemy is not the British Empire nor the United States, 
nor even the Soviet Union; it is the spirit of the modern world in which science 
is the source of progress and power. And when Japan established her industry, 
her Army, her Fleet and her Air Force on the foundation of applied science, 
she brought into her national life, of her own free will, the very influence which 
she now professes to fear—the influence of the scientific spirit, searching and 
relentless, which gnaws the roots of her ancient faith. . . . The problem is set 
for Japan to solve. No one can solve it for her. Nor will it be solved by the 
war, whoever wins.’”’ The appreciation given of Japan’s strategic position and 
war potential, though necessarily founded on a certain amount of guesswork, is 
informative, even though the situation has very materially changed since the 
publication of this pamphlet in November of last year.] 

Witson (C.). Anglo-Dutch Commerce and Finance in the 
Eighteenth Century. Cambridge University Press, 1941. 9”. Pp. 
xv + 235. » 15s. 

[Reviewed in this issue.] 

Witson (K. R.). Price Control in Canada. Ottawa: Wartime 
Prices and Trade Board, 194i. 8”. Pp. 40. Gratis. 

{This is a very useful small pamphlet describing the methods and principles 
of the recent Canadian “‘ price ceiling ’’ legislation. ] 


American. 


Bascr (A.). Germany’s Economic Conquest of Czechoslovakia. 
Chicago : Czechoslovak National Council of America, 1941. 9”. Pp. 29. 


[The author, formerly at Charles University, Prague, and now visiting pro- 
fessor of economics at Brown University, describes the German plan and method 
for the economic conquest of Czechoslovakia, which was so important to her in 
her dream of moulding the whole of South Eastern Europe to her will.] 


BorpEN (N.H.). The Economic Effects of Advertising. Chicago : 
Richard D. Irwin, Inc., 1942. 9”. Pp. xl + 988. $5.00. 


[This is another addition to the valuable group of text-books on problems of 
business administration and applied economics that have come from the Harvard 
Graduate School of Business Administration, in which the author is Professor of 
Advertising. Part I sets the problems of advertising against their business and 
theoretical background; it examines both the grounds of advertising and the 
use made of it by different industries in the United States. Part IT is concerned 
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with the effects of advertising on demand, and this is discussed in terms of a 
series of products, cigarettes, tobacco, sugar, dentrifices, shoes, refrigerators, 
and so on. In Part III are discussed the effects of advertising on selling costs 
and production costs; in Part IV the relation of advertising to price policy. 
Parts V and VI deal with the effects on the range and quality of products, and 
on investment and cyclical fluctuations. Part VII is concerned with the ethical 
aspects of advertising, and Part VIII summarises the conclusions. This book is 
bound to become one of the standard text-books on the subject.] 


Brown (W. A., JR.). The International Gold Standard Reinter- 
preted, 1914-34. New York: National Bureau of Economic Research, 
Inc., 1940. 93”. Pp. xxx + 1420. $12. 

[To be reviewed.] 

Burns (Evetine M.). British Unemployment Programs, 1920- 
1938. Washington: Committee on Social Security, 1941. 9”. Pp. 
xx + 385. $2.75. 

[To be reviewed. ] 

CorBETT (P. E.). Post-War Worlds. New York: Institute of 
Pacific Relations (London: Allen and Unwin), 1942. 9”. Pp. xiii + 
209. 10s. 


[To be reviewed. ] 


Davis (H. T.). The Theory of Econometrics. Bloomington, 
Indiana: Principia Press, 1941. 10”. Pp. xiv + 482. $4.00. 


[To be reviewed. ] 


Dearine (C. L.). American Highway Policy. Washington, D.C.: 
Brookings Institution, 1941. 84”. Pp. vi + 286. $3.00. 

[After two chapters dealing with the historical background, subsequent 
chapters discuss the present system of highway management, the system of high- 
way revenues, the purposes of road facilities, the distribution of authority and 
financial responsibility, and the relation of highway policy to general transporta- 
tion. A final chapter summarises conclusions and makes recommendations. To 
an English reader, there is surprisingly little attention given to the problem of 
highways as a form of public works, or to the consequent repercussions of this on 
responsibility and authority for construction and finance.] 


Dickinson (Z. CuLarRK). Collective Wage Determination. New 
York: Ronald Press Co., 1941. 83”. Pp. xvii + 640. $5.00. 


[To be reviewed.] 

Exuis (H.8.). Exchange Control in Central Europe. Cambridge, 
Mass.: Harvard University Press (Oxford University Press), 1941. 
9”. Pp. xiv +413. 22s. 6d. 

[This book represents a re-publication in book form of the material originally 
published as Exchange Control in Austria and Hungary and Exchange Control in 
Germany in special issues of the Quarterly Journal of Economics in 1939-40, and 
reviewed by Mr. J. K. Horsefield in the Economic JourNAL of April 1941.] 

FEUERLEIN (W.) and Hannan (ELIZABETH). Dollars in Latin 
America. New York: Council on Foreign Relations, 1941. 9”. Pp. 
vii + 102. $1.50. 

[The probability of closer co-operation between the United States and the 
countries of South America has led the Council on Foreign Relations to produce, 
as its first study, an account of the investments made in South America, of the 
extent of defaults on dollar bonds, of the fate of U.S. direct investments, and 
of possibilities of escaping similar mistakes and misfortunes in the future. It is 
urged that investments can only be safeguarded by a policy which raises the 
productivity and wealth of the borrowing countries, and which takes the fullest 
account of the political and social ferment in them.] 

Garvin (W. J.). Some Factors Affecting the Supply of Milk and 
Milk Products in Nova Scotia. Washington, D.C.: Catholic Uni- 
versity of America Press, 1941. 9”. Pp. viii + 155. 
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meet the demand for up-to-date information on Japan’s potential strength and 
staying power. ] 


Munk (F.). The Economics of Force. New York: G. W. 
Stewart, 1940. 8”. Pp. xii + 254. $2.00. 

[This is a stimulating piece of journalistic writing—not very closely reasoned, 
but dealing with big and very real problems. It has been assumed that “ the 
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